
_ ------ 



,- -,. 

i 

RlUEFXlG C3RF23F?ENcp: 

on 

HEPUBLIC OF RCREA 

for 

UNIFED COlAldiWD MTSSION TO m ROK 

tiw*+**+ 

TOKYO 

9 April -12 April 

1952 

*****it 

REGRADED UNcussIFIED BY ORDER 
OF SEC ARMY BY USAMHI ?ER 

-2 #&a$ 30 n/m l 

DECUSSIFIED 



Schedule 

Estimate of the Probhu 

PO1 itical, social ( Economic and Financi8l 
Position of Rex 

Civil Assistance in Kotea 

Support of th’e ROE Amhi tiorcea 

&&Rbg Administrative Akrangemeata 

tiok G&t 6 Poiitice 

ROK vested Phperty 

ROK Agriculture 

Korean Zisheries 

Korean Mining 

Korean Industry 

Korean Power 

Korean Land Transportation 

Korean Water %hxmportation 

ROK Industrial Potential ‘for &port of 
XX hned Jorces 

Analysis of Supply Program o? Raw Materials 

ROK Manufacturing for Support of ROK Amy 

Equipment of ROK Army 

ROK Navy and Merchant Marine 

Ecoaomic Capabilities of ROK 

Korean Uucat ion 

Public Health and Sanitation 

Public Welfare and Refugees 

Korean Banking 

Foreign lrade and C ommeroe 

Korean Public B’inance 

Economic8 of TJNC @ply Progrm 

Korean tabor 

Logistic @port of ROK 

1 

*2 

3 

4 

5 

6 

7 

8 

9 

10 

hl 

12 

13 

14 

15 

16 

17 

18 

19 

20 

a. 

22 

23 

24 

25 

26 

27 

2s 

e9 

30 



ISrogram to Develop and Ik@p the 
RCK Armed Forces 

m presentation of Base Rights 
Axrgngemente 

EusB;z PreeentatTon on ROE Support of 
UN Oorcea 

. 
31 

32 

33 

Discussion of Claims, Jdeaictioa, 
Installation, Utilization aad Other 
Factors to be Resolved by the Mission 3c 

Discussion of ministrative and Base 
Rights Arrangements in RQK for UN Forces 35 

Non Military Aid Procurement for Korea 36 

Distribution of Belief *plies for Korea 37 

U.N. when (w9n) &avances 38 

Eighth Army Civil bffaira 39 

Operationa Of UXWX 40 

Amplification of CIl?C Recommendation8 a8 
to the Areas of Negotiation with ROK 41 



,. ~___ - . ~_.. - .- .^.-,-r-. --. 

-- 

TBE UNIFIED COXKAND EIISSICN: 

Hon. Clarence E. @eyer Special Representative of the 
Chief of i&ssion President of the United States 

Dr. Clarence Heer Special Representative of the 
Financial & Economic Advisor Secretary of Defense 

Major General Stanley L,. Scott Special Representative of the 
Senior Flilitary Representative Secretary of Dsfense 

Dr. Palph W. E. Reid Office, Occupied Areas, OASA 

Colonel Warren S. Everett G-3, Department of the Army 

Colonel Louis J.3. Gosorn G-4, Department of the Army 

Lt. Col. Lawrence J, Fuller, Jr, Judge Advocate General, 
Department of the Army 

Mr. Ralph Hirschstritt 

Mr. William G, Jones 

Treasury Department 

State Department 

1st Lt. Henry R. Fisher G-2, Department of the Army 

General V. B. Eidgway 

Lt. Gen. Doyle 0. Hickey 

Xaj. Gen, B. $8. Bryan 

Colonel Walter R. Hensey, Jr,. 

Colonel Louis T. Heath 

Colonel 2XLva L, Fenn 

Colonel Aubrey D. Smith 

Colonel W. L. McDowell, Jr. 

Coionel Don Z. Zimmerman 

Lt. Col. Charles P. Babcock 

Lt. Col. Gerard B. Crook 

Lt., Cal. Paul H, Cullen 

2 

Commander-in-Chief 

Chief of Staff 

Deputy Chief of Staff 

Assistant Chief of Staff, 
G-5, (Civil Affairs) 

Deputy Assistant Chief of Staff 
G-5, (Civil Affairs) 

Assistant for Command Matters 
G-5 

Chief, Plans & Operations 
Division, G-4 . 

JSPCG (GIX!) 

D/O, FE&? 

G-3, GIG, 'UIK 

JA, GHQ, U% 

Chief, Analysis & Reports 
Division, G-5 



,. . . . . ..- r _ -- -- 

FOR GEmka -- HELDQUbR_TEEiis. UNITED NATIONS COkWND (Cont'di: 

. 
Lt. Cal. Harold V, Hatter 

Lt. Col. Edwin C. Lee 

Lt. Cal. Aldo H. Loos 

Lt, 601. Lowell S, Love 

Lt. Cal, John W. Smith 

Cdr. D. N. rdorey, Jr, 

Xa j or Xilliam W. Underwood 

LCdr George Heidendreich 

Dr. Raymond Culbertson 

Ik. John Gotschall 

Dr. Albert Knight 

Xr, &UC B. Laupheimer 

!k, Reginald Ikrlow 

k$r.. Irwin H. 19arkuson 

lk. lilfred Oppler 

I&. Gordon Osborn 

Ikynard N. Shirven 

I!@, Stephen H. Simss 

Id!. Albert Solomon 

Ii@. William Thurman 

G-4, GH?,, UNC 

G-3, GHQ, UK 

JA, GH'2, UNC 

Chief, Supply & Program 
Division, G-5 

G-3, GHQ, UNC 

NAVFE 

Executive, Government Division,\ 
G-5 

CO~2WFE Ln Officer, G-5 

Government Mvision, G-5 

Governmnnt Mvision, G-5 

akdical Section, GHQ, UrJt3 

Government Division, G-5 

Government Mvision, G-5 

kdical Section, GHQ, lJX 

Government Division, G-5 

Comptroller, GHQ, UNC 

Assistant for Government 
ktters, G-5 

Jk, GH.2, UNC 

Government Division, G-5 

Government Division, G-5 

FGR FIGHTI! UNITED STATES &%Y. KXF& 

B':aj. Gen. L. L. Le&tzcr 

Brig. Gen. 1, E. Crist 

Deputy Army Cmdr (Civil Affairs) 

CG, UNCACK 

Colonel, H. L. Eays Chief, Civil Affairs, Section, 
EUSAK 

Colonel D. F, Buchwald G-4, EUSAK 

Colonel, R. C. Ross UNCACK 

Lt. Col. A. S. Martin KMAG 

3 
- 



. 

Lt. Col, T. B. Ross 

Lt. Col. F. W. Moore 

Najm 0. C. Vigen 

!Yr. Luther Long m 
Mr, Dale Miekle 

Kr!& 

G&4, EUSAK 

UIUCK 

UYCACK 

*+*-lb********* 

FOR TH3 AMERICAN EMEGSSY IM KOREii: 

Mr. Gordon Strmg Economic Counselor 

4 



. . ., 

PRINCIPAL OFFICIALS 
OF THE GOVERNMENT OF THE REPUBLIC OF KOREA 

Prepared by the American Embassy, revised to April 1, 1952 

Romanized spellings of all names given below are based on 
the McCune-Reischauer system for Romanization of Korean 
names, except for individuals who have adopted English 
spellings of their own. In such cases the McCune-Reischauer 
system for Romanieation of Korean names spelling follows 
in parentheses. Officials in positions marked with aster- 
isks (*) sit on the State Council; those in positions 
marked -tiith double asterisks (**) are present at State 
Council meetings, but have no vote. 

THE PRESIDENT Syngman RHEE (YI S&g-mari) 

Secretary KO Chae-Pong 

Secretary 

Secretary IM Ch'dl-Ho 

THE VICE PRESlDENT KIM S&g-Su 

Secretary KIM Siii?g-Mun 

Secretary 

~~THEPRIMEMINIsTE& 

SIN To-s&g 

CHANG Myxn 

Secretary 

Secretary 

Secretary 

S&l Chong-%n 

CH%G Yun-Cho 

KW& Chong-K5n 

MINISTRY OF HOME AFFAIRS 

*MINISTER 

Viue Minister 

CHANG S&-yun 

(None) 

Chiefs of Bureaus: 

Provincial Affairs 

Public Security 

Public Works 

MINISTRY OF FOREIGN AFFAIRS 
- 

*Minister PYgN Ygng-T'ae 

Vice Minister 

Chiefs of Bureaus: 

Political Affairs 

HAN Hi-S?5k 

YI Ik-H3ng 

YI Pong-In 

KAL Hong-ki 

KIM Tong-Cho 



-. 

Trade 

Information 

MINISTRY OF NATIONAL DEFENSE 

*Minister 

Vice Minister 

Chief of Army General Staff 

Chief of Naval Operations 

Chief of Air Staff 

Chiefs of Bureaus 

First Bureau 

Second Bureau 

Third Bureau 

Fourth Bureau 

MINISTRY OF FINANCE 

minister 

Vice Minister 

Chiefs of Bureaus: 

Financial Institutions 

Taxes 

Accounts 

Customs 

Monopoly 

MINISTRY OF JUSTICE 

X-Minister 

Vice Minister 

Chiefs of Bureaus: 

Prosecution 

Penal Administration 

Legal Research 

MINISTRY OF EDUCATION 

*Minister 

Vice Minister 

2 

CHOE Kyu-Ha 

PAK Ch'ang-Chun 

SIN Tfae-y%ng 

Maj, Gen. KIM R-Hwan 

Maj, Gen. YI Chong-Ch'an 

Rear Adm. SON %5bIl 

Maj. Gen. KIM Chi5ng-Gl 

Brig. Gen, SON S&g-Ky'bm 

Brig. Gen, YI SZn-Kun 

Brig. Gen. KANG Y%g-H@.n 

Col, PAEK Hong-S%k 

PAKE Tu-Chin 

PAK Hi-Hyzn 

SONG In-Sang 

IN Tlae-Sik 

CH'OE To-Yang 

IUNG Song-T'ae 

KIM CHli-YZing 

SO Sang-hwan 

Min Pok-Ki 

SIN 8n-Han 

CHOE Se-Hwang 

HONG Chin-Ki 

George PAEK (P4EK Nsk-Chun) 

KO Pybng-Kan 



C!hPefs of Bureaus: 

Gammon Education PAK Hi-PyXa 

Higher Education KIM 'I&H& 

Technological Education PI;K ChIZJ-Chae 

Culture (presently vacant) 

Textbooks CHIOE HYun-Pae 

MINISTRY OF !,GRICULTURE AN3 FORESTRY 

*MINISTER w&M In-Szp 

Vice Minister $N Yong-S:k 

Chiefs of Bureaus: 

Agricultural Admin. KIM Py?%g-Yun 

Food hdministration W&NG Tong-Chun 

hnimal Husbandry YI fin-Tfae 

Farmlands HWNG Ch%ng-Kyu 

Forestry NAM Pong-Sun 

MINISTRY OF COMMERCE AND INDUSTRY 

+Wnister Yi Kyo S&2 

Vice Minister YI PyZng-Ho 

Chiefs of Bureaus: 

Commerce and Trade KIMKyuMin 

raning KIM Chong-S5k 

Fisheries CH'OE So-11 

Utilities PAE &g-To 

Industry CHJJ I-Hoe 

MINISTRY OF SOCIAL AFFAIRS 

*Minister 

Vice Minister 

Chiefs of Bureaus: 

labor 

Social Affairs 

WomenIs Affairs 

Relief Affairs 

CH'OE Ch'ang-Sun 

KIM Yong-Tlaek 

HAN Mong-fin 

PRK Churr-SZp 

YU Kak-Kyong 

YI Hy?Sn-Choe 
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MINISTRY OF TRASPORTbTXON 

+cMinister 

Vice Minister 

Chiefs of Bureaus.: 

Hail Transportation 

Marine Transportation 

Engineering 

Mechanical and Electrical 
Affairs 

Finance 

SUPPlY 

MINISTRY OF CWICbTIONS 

*Minister 

Vice Minister 

Chiefs of Bureaus: 

Postal Jdfr&nistration 

Communications 

Telecommunications 

Insurance 

iiCCOUntS 

MINISTRY OF H?XLTH 

*Minister 

Vice Minister 

Chiefs of Bureaus: 

Medical Administration 

Preventive Medicine 

Pharmaceutical Affairs 

OFFICE OF iXX!LINIST%TION 

+++Director 

Deputy Director 

Chiefs of Bureaus: 

Personnel 

KIM S'&-Kwan 

KIM S5k-My&g 

CHU Hong-Man 

I-WANG Pu-Kil 

YI Pong-In 

KANG Y&g-Chik 

AN Mu-KY&g 

KlMYun-Ki 

CHO Ch*y%ng 

KANG Chik-Sun 

KIM Pong Y81 

YI Chae Kon 

KIh2 tin-Chu 

KIM %-Chlang 

YI T'ae-Yong 

CH'OE CIUE Yu 

ChZng Chun-Mo 

SONG Hy%g-Nae 

PAEKHaeng-In 

CHONG Ky&g-Mo 

HAN Tong-S?% 

YUN ssk 0 

CH7jNG Un-Kap 

k 
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kccounts 

OFFICE OF PUNNING 

*Director 

Deputy Director 

Chiefs of Bureaus: 

Budget 

Economic Planning 

Materials Mobilization 

Prices 

OFFICE OF LEGISLATION 

*Director 

Deputy Director 

Chiefs of Bureaus: 

First Bureau 

Second Bureau 

Third Bureau 

OFFICE OF PUBLIC INFO&TION 

* *Director 

Deputy Director 

Chiefs of Bureaus: 

Public Information 

Statistics 

Broadcasting 

(presently vacant) 

PAEK Tu-Chin (acting) 

PAK Hi-Chan (acting) 

(presently vacant) 

HAM T&-Yong 

KBl Yong4hi.n 

KANG Ki-S8k 

SIN Ttae-Ik 

Kang My%g-0 k 

PAK 11-Kyong 

(presently vacant) 

YIK5n-Sang 

Clarence RYEE (YI Chlol-Won) 

YI H&-ku 

YI K&-Hy;k 

TAK Chang-Che 

N 0 Chfang-S&g 

PROVISIONAL OFFICE OF PROPERTY CUSTODY 

Acting Director YU v/an-Ch'ang 

Deputy Director SIN Yun 

Chiefs of Bureaus: 

Property Control s&J In-s5 

Property Disposal YI Chae-Hang 

Financial Affairs CH'OE Yun-Ki 

/ 
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PROVISIONAL OFFICE OF SUPPLY 

Director I&N tin 

Deputy Director I-L"iN Hong-I 

Chiefs of Bureaus: 

Allocations YU Cl$ng-Chun 

Operations YU Kwan-Yzl 

Adjustment (presently vacant) 

Accounts CHOE Yun-Ki 

PROVlSION~,L OFFICE OF PROC'JREUENT 

Director 

Deputy Director 

Chiefs of Bureaus: 

Adjustment 

Markets 

Procurement 

BOARD OF AUDIT 

Chairman 

Vice Chairman 

Chiefs of Bureaus 

First Bureau 

Second Bureau 

Third Bureau 

Fourth Bureau 

CIVIL SERVICE COIYWSSION 

Chairman 

Permanent Member 

Chief, Bureau of 
Civil EWmination 

INs~CTIaN ccBN33SIW . 

Chairman 

Committeemen 

(none) 

WANG Chong-Yul 

(presently vacant) 

(presently vacant) 

0 Tae-Yong 

IUIvI T'ae-Y&g 

CH'OE HA-Yong 

KIMQn.Min 

Pj,E Chf?%!3e 

IG& Sok-Hun 

XM Si5ng-YZl 

KIM P&-IN 

CHIN Sung-Nok 

YlAWy&g-Chik 

N 0 Chin-S;1 

CH'OE My&g-Su 

Ic:NG In-T'aek 



YI bcyu 

KlUP+-In 

KIM Y&g-Chik 

YI Chong-Sik 

Chief, Bureau of Inspection YI Hwa-Ik 

GOVERNORS OF PROVINCES 

Kyonggi 

North Ch'ung Chlong 

South Ch'ung Chfong 

North Cholla 

South Cholla 

North Kyongsang 

South Kyongsang 

Kangwon 

Cheju 

Seoul (Mayor) 

South P'yongsn 

North Pfyongan 

North Hamgyong 

South Hamgycng 

NATIONAL A'XSS~LY 

Speaker 

Vice Speaker 

Vice Speaker 

Secretary General 

YX Hae-Ik 

YI My&g-Ku 

YI Y&g-Chin 

YI S&g-lmk 

PAK ChWl-Su 

SIN Hy%-Ton 

YANG S%g-Pong 

CH'OE Kyu-Ok 

CROE SZng-Man 

KIM Tlae-S%n 

KIM Pygng-En 

PAEK Y%g-Y‘bp 

So" Sang-Y ong 

CHTifJ Ho-Y?& 

SIN Ik-Hi 

CRAIG T'aek-Sang 

CHO Pong-Am 

PCIK Chong-Man 

C 

Chairman of Standing Committees: 

Legislation and Justice CM Sang-Sop 

Foreign Affairs YANG U-Ch%g 

National Defense KIM Chong-Hoe 
4 

Home Affairs S‘ij Uin-Ho . 

Finance and Economy YI Chae-Hy&g 

Industry and Commerce Km Hyong-l%k 
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AgrfCulture and Forestry 

Education 

Social Affairs and Health 

Transportation and 
Co;nrmmications 

Assembly Managing 

Qualification & Discipline 

SUP= COURT 

Chief Justice 

Associate Justice 

Associate Justice 

Associate Justice 

Associate Justice 

PAK Cho"ng-K?in 

YI Chae-Hak 

PI',K Y&g-Ch'ul 

SIN Yong-Uk 

YI Sang-Chr?;l 

CH&% Iv!un-Hzm 

KBi Ply&g-No 

KIM Chfan-Y&g 

KIX Tu-11 

PAEK Han-,$&g 

YIU-sik 

DIPWMLTIC LND CONSULLR OFFICES ABROAD 

Republic oi‘ China 

Ambassador KIB Hong-11 

Counselor KlI1 S&g-Yong 

Consul General at Tai:)ei (presently vacant) 

Republic of France 

Xinister CHIN Kyu-Hong 

Second Secretary SON Py&g-Sik 

Hongkong 

Consul General YI Ch&g-Pang 

Vice Consul P6K Ho-Chun 

SCAP (Korean Diplomatic Mission to Japan) 

Chief of Kission, Tokyo SIN $ng-I50 

Counselor YU T'ae-Ha 

First Secretary KIM T'ae-Tong 

Second Secretary and 
Consul for S&P HAN Yu-Tong 

Third Secretary KING Chlun-Hi 

71 SIN Chlgl-Sijn 

II YI 11-u 
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Third Secretary 

I? 

Diplomatic Assistant 

11 

11 

Osaka 

Consul General 

Second Secretary 

Fukuoka 

Third Secretary 

United Kingdom 

Xinister 

Second Secratary 

United Nations 

Observer and Special 
Representative 

United States Qf America 

Ambassador 

Counselor 

First Secretary 

Third Secretary 

New York 

Consul General 

Consul 

Vice Consul 

Los Angeles 

Vice Consul 

San Fransisco 

Consul General 

Vice Consul 

3unior Admin. Officer 

Km Hak-Man 

CH??N Yong-Un 

PllEK Nam-Sik 

HAN Ik-Sang 

HY%NG Ho-51 

CH'OE Xun-Qong 

KLNG S&g-Ku 

SONG Hak-Nae 

YI tiyo-K;uk 

IitI Yun-YZng 

Ben C. LIXB 
(l&l Py&g-Chik 

YANG Yu-Chran 

Ka Se-S% 

HAN P'yo-Uk 

HONG S&q+Uk 

NAMGUNG Yom 

CHIOE Yong-Chin 

CH'OE Ke- Sun 

CHIOE Un-Sang 

CHU Y&g-Han 

YUN Chang-S% 

YU Hi-ChEk 



h'onolulu 

Consul General 

Consular Assistant 

KIb5 Yong-Sik 

0 Chung-Ch%g 

KOREXN tiILIT!&Y LEADERS 

Lt.. General YU Chae-h&g Deputy C/S,. ROK Army and 
IiOK Delegate to Panmunjcm 
Peace Conference. 

Major General YI Hung-kun C. 0. I Corps, 5?3K izrny. 

Lt. General PSK Szn-y;p C, 0, II Corps, ROK A-my. 

. 
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SCE-ZXIJIJ OF BRIWII'G 

fqr the 

Unified Command f'lssion to the Republic of Korea 

***)t-******* 

The initial briefing on 'Wednesday, 9 April, will be a 

comprehensive presentation of the overall problem ccnfronting 

the Unified Command in South Korea. The subsequent briefings 

on 10 l - 12 April, vi11 be of a detailed nature in which 

specific'aspects of the entire problem will be presented, in 

turn, and an open discussion invited, 

Briefings are divided into daily sessions numbered as 

sh,?wn belcw. Morning and afternoon sessions are scheduled for 

Thursday, 10 April 1952; otherwise, briefing sessions will be 

limited to morning sessions. 

Cn 10 ;,pril, cnncurrent briefings will be held as indicated 

on (A) Economic and Financial Latters, and (B) ErXitnry 

Matters. Each member of tie I!ission is invited to attend the 

session of primary interest t? him on that day. 

All briefings will be held In the Dai Ichi Buiiding. 

SESSION I 
Yed 9 April OQOO - 1300 Room 327 

SESSION II 
A Thur 10 April 0900 - 1230 Room 327 
B Thur 10 April 0900 - 1230 Room 321 

SESSION III , 
B" Thur Thur 10 10 April April l&o0 14.00 - - 1730 1730 Room Room 327 321 

SESSION IV 
Fri 11 April 0900 - 1300 Room 327 

SESSION V 
Sat ' 12 April 0900 - 1300 Room 327 

5 
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oqoo 

0910 

0?30 

1015 

1100 

1110 

1120 

1130 

I200 

1230 

SESSION I 

Wednesday, 9 Igril 1952 

Room 327 

*** 

GENERAL SURVEY OF SITUBTIO?J WD PROBLEMS 

******)c*** 

Introduction 

An Estimate of the Problems 

Political, Social, Economic 
and Financial Position of 
ROK 

Civil Assistance in Korea 

RECESS 

The Present Xlftary 
Situation 

The Present Status of the 
&mistice &reement 

Present plans for Expansion 
of the ROK Armed Forces 

Support of the ROK timed 
Forces and PGWs 

UNCg*ROK Administrative Mr. Gordon Osborn 
tirangements Compt, GHQ, UNC 

General M. B. Ridgway 

Colonel, W. R. Hensey, Jr. 

Mr. lb. N. Shirven . 

&j, Gen. L. L. Lemnitzer 
Brig. Gen. W. E. Crist ' 
Colonel H. L. Bays 

Lt. Col. E. C. Lee 
G-3, GHQ, UNC 

Colonel, W. L. McDowell, Jr. 
JSPCG, GHQ, Us 

Lt, Cal, C. P. Babcock 
Lt. Cal, J. W. SmS.th 

G-3, GHQ, UNC 

Colonel Gubrey D. Smith 
G-4, GHQ, UK 

Lt. Col. LowellS. Love 
- G-5, a-r‘,, UNC 

1300 ADJOuRNhE m 

Xn charge of briefing: COLONEL W. R. HENLEY, JR. 
AC/S, G-5, GHQ, UX 
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SESSION II A 

Thursday, 10 April 1952 (AX) 

Room 327 

**St 

THE CIVILIAN ECONOMY OF ROK 

******* 

0900 ROK Govt. and Politics Dr. Alfred Cppler 
G-5, GHQ, UK 

ROK Vested Property Dr, Alfred Oppler 
G-5, GHQ, UN: 

ROK Agriculture Dr. Raymond Culbertson 
G-5, GHQ, UNC 

1040 RECESS 

1050 Korean Fisheries I :k* Luther Long 
iThrlA!ZK 

Korean Mining 13. Albert Solomon 
G-5, Gfl?, UNC 

Korean Industry Mr, Max Laupheimer 
G-5, GHQ, UNC 

Korean Power Mr. Albert Solomon l 

G-5, GIQ, u1w: 

Korean Land Transportation Mr. William Thurman 
G-5, GHQ, uf\R= 

Korean Water Transportation LCdr George Reidenreich 
G-5, GH??., UNC 

1230 ADJOURN3ENT 

In charge of briefing: ZR. !:AYNARD N. SHIRVEN 
Assistant for Government &tters 
G-5, GH?, UNC 
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SESSION II B 

Thursday, 10 April 1952 (k~~~l.) 

Room 321 

*** 

JEVELCX?WhT OF THE ROK AWED FORCES 

SC****** 

0900 ROK Industrial Potential Mr. Max Laupheimer 
for Support of the ROK 
Armed Forces 

0925 Analysis of the Supply Lt. Col. Lowell S, Love 
Program for Providing Raw 
&terials and Semi-finished 
Products 

0950 ROK Manufacturing of End Items Lt. Cal, Alfred Se &rtin 
for Support of ROK Army K!vIAG 

1015 Discussion of the Programs Colonel Donald F, Buchwald 
Relating to Organizational G-4, EUSAK 
Equipment of ROK Army 
a. Ordnance d. Transportation 
b, Signal e, hkdical 
c. Engineer 

lloo Program Relating to the ROK 
Navy and Ilerchant ?larine 

Cd;6;;is ljorey, Jr. 
L ? 

including a Discussion of 
a Program for the Future 

11115 fa Estimate of the Economic Lt. Cal, Paul H. Cullen 
Capabilitres of the ROE; t0 G-5, GHQ, UNC 
Supvort its Armed Forces 

1230 ADJOURNW,NT 

In charge of briefing: CXONEL ALVE L. FENN 
Assistant for Command ktters 
G-5, GH2, UNC 
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SESSICN III h 

Thursday, 10 April 19% (P.M.) 

Rtiom 327 

-)$ 3: * 

THE CIVILIAN ECONOMY OF ROK (Cont'd) 

1400 Korean Educatitin 

Public Health ::n.: 
Sanitatiin 

Public %lfnrc nnd 
Refugees 

Kxean Banking 

Foreign TraZe r;n_! 
Cc;mfnorce 

1530 RECESS 

1540 Korean Public Finance 

Ecnhmics of UNC 
!hpply Pro6ram 

Kore:an Labor 

Lodistic Support of IiDK 

Major Wm. V. Underwood 
G5, GHQ, UNC 

Dr. Albert Knight 
Me~:ical Section, GHQ, UNC 

Mr. Irwin H, Markuson 
&:&al Section, GH?, UNC 

Mr. Reginald Mar-low 
G-5, GHQ, UNC 

Mr. Reginald Marlow 
G-5, GHQ, UNC 

hir. John Gotschall 
G-5, GHQ, UNC 

Mr. Abert Srjlrjmon 
G5, GHQ, UNC 

Mr. Dale hiiakle 
UNCACK 

Mr. Max Laupheimer 
G5, GHQ, UNC 

1730 I,DJOURNM3NT 

In char;;c of briefing: Ml,JOR W. 7, UNDERWCOD 
Executive Officer 
Guvernment Division 
G-5, GHQ, UNC 
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S&ION III B 

,- 

0900 

0945 

lCl5 

1045 

1130 

l-230 

Friday Xorning, 11 April 

Room 321 

x- 5: +$ 

1952 (Ml. 

ROK SUFFORT OF UN FORCES 

Discussic,n of a Pr,posed Progr‘am 
Develop anc;l Equip 33K ..rmcC: 
Forces SC: they mc?y assume 
Increasing Responsibility of 
the ROK 

iit: 
Political 
Ecxxaic 

FELF Presentetisn Rclrting to 
Essential Xministrntiln Base 
Rights ;irrnngements in F0K 
(Including 1nformati::n i;n 
Present ROK Air Force) 

EUSAK Presentati,n ,2n ROK Colonel Don&! F. Buchwold 
Suyj~ort d>f UN F:;rces G-4, EU%K 

Discussix uf Claims, 
Juriscliction, Instxll&icjn 
Utilizat2-a 2nd Other Factors 
t2 be Resolver.', by the Xission 

Discussicjn of 3ministrative 
z& Bese Rights ,';rrzn;urnents 
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OPENING REMARKS BY COL. Wi>LTER R. HENSEY, JR. 

ASSISTANT CHIEF OF STAFF, c-5, GENERAL HEADQUARTERS 
UNITED NATIONS COI'JMAND 

I 

First, I wculd like to mention the program we have 

prepared fG;r you, and say that we prepared this briefing 

schedule without too much liaison due to the press of time. * 

It is a tentative schedule and is, of course, subject to 

change in accordance with your desires. 

- 

? 

This morning, from 9 until 1, will be spent in giving 

you an overall picture sf the Korean situation. The fol- 

hwing three days, the same subject will be tcuched upon, 

but in greater detail ati in certain instances by separate 

conferences as inZ.icated in the agenda furnished you. This 

afternoon General Ridgway will receive Mr. Meyer and such 

members as Nr. Neyer may desire to bring at 2:3O. Tomorrow 

is a full day's schedule with two separate conferences. 

We had to do this in order to consolidate the schedule 

somewhat as the American Ambassador in Korea is very 

desirous that the Mssion arrive in Korea at the time 

originally planned. However, I do not believe that any- 

body will miss anything and everybody will get the informa- 

tion they need. The day after tomorrow we again have a 

single conference from 9 to 1, the afternoon being free. 

Saturday afternoon is also free. 

We plan to depart for Korea on Sunday at whatever 

I time is satisfactory, The Chief of the 3issicn, and those 

General Van Fleet would like to discuss his views on the 

Korean situation, The remainder of the Nissicn will go to 

Pusan. Still in Sunday, the Chief c,f the &i&&on is scheduled 
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to return to Pusan and meet the American Ambassador who has 

arranged a meeting with the RCK officials on Monday tie l&h. 

That is the schedule we have set up, and it is subject 

to change in accordance with your wishes.. If you have any 

desires, please make them known and we will attempt to 

carry them out. 

The first speaker, after his introduction, will give 

an estimate of the problem, and I will attempt %o outline 
, 

very briefly three things: The organization of the whole 

United Natims for the relief, support and security of 

Korea. Secondly, the areas which require investigation in 

the opinion of GHQ, and EXJSAK, I trtit you are all familiar 

with the term EXEAK - the Eighth United States Army. In 

this connection, there are several abbreviations that we 

use; they are listed in the back of your Agenda& Thirdly, 

some of the high points of our difficulty. I have prepared 

a chart, gentlemen, ti end all charts. I tried to reduce 

the number of lines, but I was not very successful. 

(CHART) 

We have, naturally, the United Nations and the General 

Assembly, who designated the United States Government as the 
I 

Unified Command for this operation. The United States Gov- 

ernment in turn designated the Department of the Army as 

its Becutive Agent, The Department of the Army as the 

Executive Agent, known as the Unified Command, designated 

the Commander-in-Chief, Far East, as the Commander-in-Chief, 

United Nations Command. The Commander-in-Chief, in turn, 

has delegated all responsibility in the territory of Korea 

to the Eighth Army, and in Japan to JIXCM (Japan Logistical 

Command). This does not include the Navy and the Air Force 

which will be discussed later. 

UNCLASSIFIED 
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For the support mission, other than the military mis- 

sion, the Eighth Army organiaed UNCACK, the United Nations 

Civil Assistance Command in Korea. They set up in addition 

to the regular Corps and Division teams, certain additional 

teams in the Corps areas, and formed a second logistical 

command for, the Corps areas. UNCACK, in turn, forms certain 

teams which will be discussed by the Eighth Army shortly, 

'The United Nations General Assembly, when it looked 

as though we were about to ccnquer Korea, formed the United 

Nations Commission on the Unification and RehabiJitation of 

Korea (UNCURK). This is a seven-nation commission consist- 

ing of the Philippines, Thailand, Australia, Chile, Nether- 

lands, Pakistan, and Turkey, At the present time, Minister 

James Plimsell of Australia is the Chief Delegate, 

Mr. George Mathews, the principal secretary, and they are 

located in Pusan. They have remained in Korea, but they 

haven't had the opportunity to do much unifying. Recently 

Mr. Cordier, E2cecutive Assistant to Trygve Lie, visifxd 

Korea and as a result UNCURK has been somewhat rejuvenated 

and I believe they are considering many of the problems which 

may arise in Korea at the preserrb time, from the poIitiCa1 

point of view. 

ti 1 December 1950, the United Nations General Assembly, 

by resolution, set up UNKRA, or the United Nations Reconstruc- 

tion Agency. They also set up the UIJKRA Advisory Committee 

of five nations membership (one of which is the United States) 

who generally advise UNKRA, UNCURK,however,have the 

responsibility of telling UNKRA where and with whom to 

operate in Korea, and with the Republic of Korea. 

We have formed what we think is a workable plan which 

may prove to be a pattern for any future operations of this 

sort and wherein we will try to integrate UNKRA into the 
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'A great effort was made on the part of this headquar- 

ters to find out whether the military could turn the job of 

keeping a 21+nillion people nation clicking vdth a separate 

organisation. That might be done in some other country, but 

in Korea, we could not find the solution. There is only one 

principal port and that is &an, If you try to draw any 

lines you find that you don*t have any port, and you don't 

have any railroads. It must be a joint operation. And, of 

course, durtig military operations the military commander 

must have the supreme authority. AcccrdingIy, we have worked 

out what we think is a very satisfaatory arrangement with 

UN@A# and they are in the process now of working in. 

In Washington, of course, there is liaison between the 

Unified Command, U. S. Government, and UNKRA. They have a 

Committee also which was formed after this chart was made, 

but I don't have the details on it. In Tokyo, we have also 

formed a Joint Committee which meets once a month, or more 

often to discuss matters of personnel, projects, and finances, 

etc. In Korea, as well, the mghth Army and the UNKRA Korea 

office have formed a Joint Committee+- Generally speaking, 

plans discussed in Korea are referred back to the Tokyo Joint , 
Committee and, if necessary, back to Washi&gton; or> on the 

other hand, they may come from Washington, and we try to 
I ' 

keep these three Committees tied together. The purpose of 

this is, within the shortest possible time after the cessa- 

tion of h&til.ities, to phase the operation over to the 

civilian organization, in this case UNKRA. It is agreed 

now that 180 days after the cessation of hostilities, as 
1 

determined by the Unified Cornmati, that we shall give UNKRA 
I 

full responsibility and remain on the scene only to give 

assistance in transportation, and other odds and ends. 
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Q. Does UNCLCK distribute relief supplies donated by other 
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P 

countries and voluntary organizations? 

A. Yes, sir, 

Q. That joint committee you referred to, how is it fcrmed? 

k. Two members of the U~HKRA offices, the Deputy Agent 

General (Sir Arthur Rucker) and General Lloyd, his 

assistant. General Crist represents the Eighth iirmy 

on the Committee. It is a name designation. It is a 

staff responsibility to see that the proper people in 

the United Nations Command staff meet, 

Q. What was your statement in regards to 180 days? 

A. 180 days after the cessation cf hostilities as determined 

by the Unified Command, U, S. Government. It is up to 

them to determine whether it is a cessation cf hcstili- 

ties, 

Q4 The final decision is made by UNCiiCK? 

ji . Inthe Far East, the final authority rests on the 

Commander-in-Chief, United Nations Command (General 

Ridgway). He has final authority in everything in Korea 

at the Iresent tie. In Korea, the Commanding General 
/ 

of the Ei#th Amly, General Van Fleet, has complete and 

overall authority at the present time. 

LWWNF,L CXSORN: Nith regzds to that Mono of Understanding, 

one impcrtant thing is that, this is only a &a&f, We 

simply saw to it that if any clecisicn or 32 anything 

was reccmended by the Committee, that nothing goes 

into action on it except coming dcwn tr hhe proFer com- 

mand. The Committee doesn't order anybody tc do anythi.ng, 

It is purely a staff. ,! 

! 
5 
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This chart here is the organization ofthis headquarters 

which is more or less standard, except that they have added 

a C-5 section. All sections in the headquarters are inter 

ested in this project; Gs doesn*t have snything except a 

coordinating responsibility. But generally speaking, we try 

to work with a full staff. 0-k is the next most interested, \ 
and they have the p&curement, distribution, and Storage of 

supplies. 

G5 is separated intc Supply Program Division, Analysis 

the G-5 secticn with an Assistant for Command Matters and an 

Assistant for Government Matters, feeling that there were 

two separate sides to this Civil Affairs business. (1) The 

Assistant for Coverrrnent Matters conducts liaison with the 

mbassies, and governments, and keeps track of changes in 

political aspects, etcr (2) The Assistant fcr Command Mat- 

ters coordinates with the Navy and the Air Force and with any 

particular commissions set up to handle a particular phase 

of an operation. These gentlemen are free to do planning 

as well, utilizing any G5 divisions necessary. 

In the Supply Program Division, the requirements for 

Korea come in from the i3ighth Army, and are screened by the 

G5 Government Division and are finally put together over 

here. The Government Division shculd, so far as they can, 

adjust any programs. For emnple,we get a lot of enthu&qm * 

on the part of veter6erians who want to-put in a $750,000 pro- 

gram for breeding pigs, or scmething similar. That doesn't 

leave much rocm to bring in fertilizer, DDT powder, hospital 

units, and a lot of other things. Somebody has to balance 

these programs. For instance, everybody might want to bring 

all their supplies in in May, and obviously they couldn’t do 



that, The object is to balance the program snd see that it 

is prcperly phased, and after that has been done here, the 

program people actually put out the program. It is revised /-- 

once amonth. 

This Program Division also handles the progrsmming of 

r&w materials for the ROK Armed Forces, which is a subject 

that needs considerable attention. It is sort of growing like 

Topsy. Everything has been an emergency, and 52 million dol- 

lars has gone thru my shop, either in G-5 or in the G& 

Korean Economic Rid Division. My feeling now is that we can't 

consider the next 12 months an emergency. Vie have to plan 

the program to find what the ccst will be - purely raw 

materials for the ROK Armed Fsrces, They are things to make 

uniforms, socks, drapers, messkits, etc,, and things that you 

would normally expect the indigenous people to be able to 

produce for their oycn army, but not guns, ammunition, and 

that sort cf thing; It is essential that this program handle 

that for this wason, 'We had two programs going - one 

civilian, and one military - and we found that we had 

ordered an identical amount of tin plate to make tin cans, 

and we also found that the facilities in Korea could only 

handle hrtlf that much. We cancelled half of the tin plate and 

saved a lot of warehouse space and spending a lot of money, - 

The Government Division is divided into three branches, 

the political, economic and the social, In the political 

branch, there are a number of things of interest to the 

Commander-in-Chief and the Commander of the Ei&th Army in 

the government with which we are cGncerned<. We must keep 

track of the pclitical. trends and changes, and what the 

general effect these will have on the country. The economic 

branch has to do with fire+ trade, commerce an5 industry, 

and utilities. The social branch has to dc with eclucation, 



public safety, displaced persons and labor. 

All of the people in tMs G-5 are doubling in brass in 

many cases. We dontt have a man for the every one of these 

tus, but we have tc keep our finger on these things for 

-. 

two reasons: one, to pass on the policy received by us from 

Washington onto the subordinate command; and, secondly, to 

keep the Commander-in-Chief here advised in all fields. 

-- 

/-. . 

T--- .I 

These people in G-5 utilize our special staff sections 

and utilise the field agencies who actually do the work. We 

help- all we can and we visit so that we know vhatts going on, 

but the people who do the Work are the people on the ground, 

either.* JLCoB6 or the Eighth Army. 

QUESTICNS @ID ANSVJERS: 

Q. I notice under the Government Divisicn, the pclitical 
/ 
branch, you have Finance listed under the political 

branch rather than uker the economic branch, What 

is the reason for that? 

A. That is because I had to cut down on the number of 

branches. Actually, properly speaking, this Finance 

and w shculd be moved over here under the eco- 

nomic; bwever, the public finance is completely politi- 

cal in Korea, with the budget and floating of loans, etc. 

Q. What is UB relation between G-5 and UNCACK? 

A.' None,except through techniaal channels. The closest 

thing that corresponds to C-5 in the Eighth Army is 

Colonel Bay's Civil Assistance Section. UNCACK is 

a major command, just like amajor division or corps 

which has a civil assistance mission, UNCACK might 

be likened to XMAG which is a command in itself; 

they handle the military end whereas UNCACK handles 

the civilian em? - h@weVsr, they cross ccnsiderably 

at var 
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Q. 

A. 

Q- 

A. 

Q. 
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doesn't require policy changes, etc., we gv directly 

?nd frequently to General Crist to find out, for example, 

what is the w7n selling for now; what is the price of 

rice; or something like that. And when we go over there, 

we visit General Grist ancf his pmple. But if there 

is any policy change, that goes thou Eighth Army, In 

Eighth Army there is the Civil Affairs Section headed 

by Colonel Days, and at the present time on a tempor- 

ary basis3 there is a Deputy Army Commander for Civil 

Affairs, and that is General Lemnitzer. 

What agency handles the payment of the Korean civilian 

employees of the army? 

Gl+ of the Eighth Amy is respcnsible for the labor. 

The actual payment is done by the Disbursing Officer 

who gets his money from the funding officer. 

But that is completely separate from C-j? 

That is in tha Eighth ;;rmy. G4 of the Eighth Army. 

Is there any liaison between that particular agency and 

Eighth AIXQJ, and UNCACK and G5? 

A. 

I- 

- 

I 

Yes, sir. Xe sit down frequently and attempt tc iron 

out the various problems. As an illustration, each of 

the trcop units in an Engineer Battalion who employ 

labor, actually run a payroll and pay the men. The 

policy is set by Eighth Army, which includes G-4 and 

involves the Civil Affairs Section, The actual employ- 

ment is down in the Division of Corps. If the Battalion 

Commander is employing 150 Koreans, he goes to his 

own Disbursing Officer with the payroll and gets the 

money and pays the men and turns the payroll back in, 

Policy-wise it is handled by the Commanding General, 

Eighth army with his staff? The two are tied together 
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in that 64 works Por‘General Van'3Qeet as part of his 

staff and so does the Civil Affairs Section, As to 

UNCACK, they are in the same sort of position as the 

9th Ccrps. They employ certain people ad they are a 

subordinate command, 

RESUMPTION OF SPEECH BY CGLONEL HENSEY 

Going into the second part of my speech, first let me 

state that we figure that the financial aspect of this situ- 

ation is the most impcrtant sin&e thing. The wx drawings 

under the 28 July 1950 L:geement. That agreement was a 

rather vague one and was drawn up with the expectation that 

it v~uld be a z&her short-time affair, There is, I think, 

one error we made in that Agreement and that is, ~3 used 

part of the won drawings tc' exchange for dollars fm the 

individuals who spend it for various activities - laundry, ~ 

souvenirs, etc., over there. The wondrawings grew like Topsy. 

Originally when we started out we tried to get the ROK Gov- 

ernment to pay for labor, to pay for this an.3 pay for that. 

Little by little they defaulted on these thinga, and as 

recently as the 19th cf January they defaulted again and will 

nc lorqer feed POWS. The only thing we could do then was 

furnish it, or let the POX3 starve, Those won drawings 

actually were g.rcwin,g by leaps and bounds. They went from 

about one million dollars to 6.2 million dollars in the 

month of January, Vie are nvw taking vigorous steps to 

cut those down and are trying to find cut if some of those 

expenses are properly ROK Government expenses. 

The second field is the Eccnomic Field, which includes 

both relief and short term economic aid, It also includes 

a lot of other thinga which have not been completely inte- 
,. 

grated in that prcgram. I will just mention a few. The 

Korean National Railway, in which we are paying higher rates 



than the civilians are paying,andatthe same Gne furnish- 

ing considerable material - rice, coal, b&.ciging materials, 

etc. Further, we are loaning them, without rental, about 

ll millim dollars worth of rolling stock. Of cc.urse, we 

areusing a great part of the roUing stockour8elves, but 

that is e-thing that will have to be worked out. The POL 

distribution is another matter that hae to be gone into care- 

fully -- the coal yards and the power supply. We've got 

three paver ship8 in there and nobody is paying anything; but 

the power is ping out, and somebody is collecting fhe money. 

We must find out who, Incidentally, those three power barges 

we have over there are costing the ifnited States Government 

.about three million dollars a year to operate. 

As to the ROK finances, which includes the Special 

Account, I would like to signalto you again that v&n we 

started this we expected that it woti be on a short-tine 

basis, We told the ROK Government to sell as many of 

these supplies as they could. Parenthetically, my two quali- 

fxations for this job were that, one, I had never been in 

the Far E+st before and, two, although I had had conside- 

able logistic experience, I had never been in Civil Affairs, 

as such, before, Moreover, I didn't find any other people 

who seemed tobe able to help me. But to return to the 

sales of supplies. Instead of selling these supplies a 

great many me utilized tcj help pay the ROK officials, etc. 

Whereas the ECA had made the IlOK Government put up the money 

in the counterpart fund, it IV?.38 only an overdraft on the 

Bank of Korea. We just said, Y%.ll what you can and put the 

money in the Special t;cbounV~. And it was not until UNCACK 

got organimd that we were able tc follclw that thru aIld make 

these people sell. Now, having spoiled the ROKS on that 
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patiicuhr feature, they arel/just never going to agree to 

go back to the counterpart fund. However, in a way our 

system is a little better in that if they don't sell the 

stuff, we can simply pull it back, For example, HR got 

some sewing machine parts, principally for the factories 

that were making uniforms for the ROK armed forces, and 

delivered them to the ROK Government. They said we will 

charge just 13* duty to these manufacturers that are going 

to make these ROK uniforms. We haven't licked that yet. 

However, in that particular first shipment, the only thing 

to do was to divert them from the relief supplies to mili- 

tary supplies and define the manufacturers as a military 

mcessity in order that they could get on with making the 

uniforms without paying the 130$ tax. 

QUESTIONS AND ANSWERS: 

Q. You say that if they don't sell you can pull them back. 

Do you mean not give them out at all? 

A. Well, when they are landed, they are turned over to the 

ROK Government. If they don% utilize them properly, 

we can say, V?eU, I am sorry, but we will take those 

back and use them for military purposes.f~ I am speak- 

ing now of short-term economic aid, but it would apply 

to relief as well. We have to be able to do that. We 

have scme people in North Korea now, and we just have 

to have a lot of rice.. But there is no difficulty 

about that. ' 

RESDMFTION OF SPEZCH BY COLONEL HENSKY 

The third area is the DN support of the ROK Armed Forces 

and the PC%@.. The ROK Government cannot possibly support, 

even with the basic necessities such as pay, clothin&, 

blankets, shelter,. individual equipment such as mess-kits, 



and rail and water transpof%ation, for the size army that 

they need fc,r security. Therefore, some means have got to 

be worked cut whereby, in addition to the notmal e@ipment, 

other assistance will be &en to the Republic of Korec to 

organize, equip and ma&a& an army of sufficient size to 

provide proper security doP' them. 

The question cf whae percetiage cf support cf the 

POWS &Ud be bcrne by the' RepubUe of Korea is a matter 

we mu& go into. Right new the United States is bearing the 

entire brunt of the POWS suppo9"t with the exception cf scme 

ROK guards, and the real estate they are sitting on, 

The fudrth area which I have listed is the need for 

dome scrt of an agreement, or understanding, very ski-Alar 

to the Administrative L:;reement decently negotiated with 

Japan, to cover the use of areas, utm@.es, f4cifikfel 

and the allied subjects such as claims, juriediction, eke 

That is possibly one cf the most diffitit psoblems but one 

which can be permitted to wait won the Financial. Agreement, 

which I would say requires top priority. 

-END- 
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I POLITICAL, SOCIAL, ECONO"3C 
A1JD FIXANCIAL POSITIOI~~ OF ROK 

XAYNARD N..SHIRVEN 
Assistant for 

Government Matters 
C-5 (Civil Affairs) 
GHQ, FEC/UNC 
9 April 1952 

I 

There are two fund,amental facts about the Government of the 

- 

ROK. First, it is the child of the United States. It was created 

by the United States, it has been preserved by the United States, 

it has been made an instrument of the United States policy in 

Asia, and the United States c<annot desert it without a terrific 

. loss of face in a part of the world nhere face is more than or- 

dinarily important. The Kore,ul Government is well aware of this 

circumstance, and conducts itself accordingly. Fear from regarding 

itself as dependent upon the good will of the United States, it 

confidently believes that) at least within limits, it ccan call the 

tune and the United States must dance. Furthermore, it is right 

that belief, although of course the dependence is mutual. 

The second fundamental fact is that the Korean Government is 

ineffective in the extreme, This is not a condemnation, not a --.- 

moral judgment, it is simply a statement of fact. There are vari- 

ous reasons for this fact. It must be remembered that from its 

inception in 19406, the ROK Government has been operating under the 

shadow of its comunist counterpart in the *?LTorth. It has always 

been strongly conscious of b::th political and military insecurity. 

The uncertainty of American policy viith respect to Korea has done 

nothing to alleviate this feeling of inseclurity, Furthermore, the 

ccnccrn felt by all Koreans, ]Gorth and South alike, over unifica- 

tion of Korea, has kept the issue at the boiling point, with both 

sides continually making threatening gestures, The const‘ant threat 
I 

of war or internal strife has not been conducive to rrcll-planned 

nn d orderly administration. 
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Furthermore, the country has suffered from a dearth of 

trained and experienced administrative and executive personnel. 

Over a period of 35 years of Japanese rule, Koreans were systema- 

tically excluded from positions of responsibility in government 

and business. As a result, there were in Korea in 1945 practi- 

cally no men who had had training or experience in the conduct of 

large-scale affairs. Consequently, major decisions of an adminis- 

trative nature have to bo made by men who simply do not know how 

to administer. The situation is somewhat analogous to thtlt wknich 

might be expected'if all division commanders in the United States 

Army were suddenly to be replaced by company commanders or chap- 

12iflS. Good performance is the exception rather than the rule. 

Corruption is alleged to be widespread and is not denied by the 

government. 

The RCK has a written constitution based on Western princi- 

ples. Like Western constitutions, it is subject to interpretation, 

and some of the interpretations would no doubt astonish the origi-' 

nal authors. Under the constitution there is a,popuJarly elected 

national assembly, which in turn elects the President. The Presi- 

dent is the chief executive, and as such he appoints the various 

ministers and other officials. The President is not responsible 

to the Assefibly, and in fact is in frequent conflict with it, 

primarily over issues of personal power. The Assembly tends to be 

somewhat irresponsible, and is considerably less susceptible to 

outside pressure than is the executive branch. This has contri- 

buted materially to the difficulties of the WC in dealing with 

the ROK Government. 

Structurally the ROK Government bears some resemblance to 

the French Government, the great difference being in the strong 

position of the President. Administratively there are close re- 

semblances to the Japanese Government, especially in the civil ser. 

vice, where power is generally in 

class, with technical proficiency 

cause of administrative weq!ffless. 

the hands of an administrative 

subordinated. This is a further 

6. 
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The political immaturity of the young republic is evidenced 

by the fact that political parties are based prtirily on person- 

alities, rather than on principles. While there are several par- 

ties, it is difficult for a foreigner to distinguish any great 

differences among them. All are nation,alistic and nnti-communis- 

tic, all support a considerable degree of state socialism, and all 

profess to be democratic and devoted to the welfare of the people. 

It is probable that the people are not politicaliy sophisticated 

enough to su~oyort parties based cn real or even fancied differ- 

ences of principle. The parties serve as the avenues to political 

power for their leaders, v&o succeed by virtue of undercover nl- 

liances and deals. This is in accord with long tradition in Korea, 

for the last native dynasty was also characterized by the rule of : 

cliques. 

The dominant figure in Korcqn politics since the liberators 

has been the President, Dr. Rhee Syngman, now a man of 77 years. 

The President is possessed of an iron will, which frequently seems 

mere obstinacy, and a good mind, sometimes impaired by senility. 

He is fanatically nationalistic, and is extremely sensitive about 

the sovereignty of his country, tenuous though it may be, His 

hostility to Japan is understandable but is also unlimited. He 

appears friendly to the United States, but has no intention of be- 

coming <an American puppet. 

Abcut the man swirl the tides of political battle. The Assem- 

bly is due to elect a new president next month. Dr. Rhee, after 

sustaining a series of political setbacks, has announced that he 

will not be a candidate. However, this announcement is not taken 

too seriously as it is quite likely that Rhee, like C&ng Kai Shek, 

would respond to the call of his people. If there were a direct 

popular election, there is little doubt that he would win M over- 

whelming victory. However, he does not command a majority & the 

Assembly and could not be elected today. In the circumstances, he 

has sponsored a move for the recall of those Assembly members who 

do not represent the will of their constituents, This mpve is 
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extr? ‘.-constitutional, but the President argues that since it is 
/ . 

not prohibited by the Constitution it is permitted. 

If Dr. Rhee does not win reelection, the principal contenders 

arc said to be Chiang Lyon, the present Prtiie Etiistcr,&~.A.$hin- 

icky, the head of the Assembly, Neither could wield personal power 

as does Dr. Rhee, nnd thus would have to try to put together a 

workable coalition. Whether that could be done it is impossible to 

predict. 

The Koretm Government has been called a lot of hard names, 

camong them fascist and totalitarian. Theso epithets Larc not wcll- 
. 

advised, as I hope I have shown. It is not wise to apply western 

r criteria to the judgment of oriental institutions. Those inatitu- 

tions are not especially mysterious, but they must be judged on 

their own terms. At present, the RCK Government is not a good 

government by any standards, partly because it is not an effective 

government. Given time and more favorable circumstances, perhaps 

,- 

1_ 

it will become the kind of government that the Korean people want. 

Now let us turn our attention to economic matters, of vJhich 

the most immediately pressing is the still unrestricted inflation. 

Inflation is no nencomer to Korea. Since the closing months of 

Yorld V1‘a.r II, it has plagued this war-torn land, Immediately fol- 

lowing the crumbling of Jap‘anese war-time controls in the summer of 

1945, prices began to skyrocket so that within tz~o months the over- 

all level had advcanced 20 to 25 times. The United States Military 

Government took over in the fall of 1945 and succeeded in imposing 

a check upon this process but it by no means brought it to a halt. 

Neither was the newly fomd Government of the Republic of Korea, 

established three years later, able to cope successfully with the 

problem in the 18 months of "peace" allotted to it prior to inva- 

sion from the north in June of 193. In this five ye,ar period, the 

price level moved upward ‘another 25 to 30 times. 

Open conflict with the Communists in mid - 1950 seemed only to 

intensify the economic pressures responsible, In the nearly two 
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years since then the p 14 times as 

of mid-March 1952 (and another sharp ‘advance has occurred since 

then). To cite a rerent dramatic example, the price of rice - 

the most important commodity in the Orient - has doubled in price 
. 

over the past three months, despite frantic efforts of the Govcrn- 

ment to hold it down, 

Inflation is a phenomenon resulting from the interplay of two 

opposing factors: demand and supply, In Korea supplies of physi- 

cal goods and the necessities of life have long been deficient and 

poorly distributed, for reasons all too obvious. This aspect of 

the problem will be treated later. The monetary part of the 

equation, represented by a vast and continuously expanding quan- 

tity of money requires first attention. 

In its monetary aspect, the problem of uncontrolled nnd dis- 

astrous inflation in Korea cran be directly traced to chronic im- 

balance ti the public finances. Without minimizing the extreme 

difficulties encountered, it is still a fact that inability of the 

ROK to confine its expenditures within available revenues has 

necessitated continuous recourse to the printing press (operated 

indirectly through Government tr,ansactions with the Brank of 

Korea). The resulting outpouring of bank notes, together with ex- 

panding bank credit resting upon these notes, accounts in full for 

the extraordinary and excessive growth in the country's money sug 

PlY. 

Since Bank of Korea notes constitute more than two-thirds of 

the money supply, the following figures cavering b,ank notes is- 

sued are indicative of the remarkable expansion in the monetary 

supply responsible for inflation: 

1939 -December 31 
1945 -June 30 
1945 -/September 30 
1948 - September 30 
1950 -June 30 
1951 - June 30 
1951 - December 30 
1952 - khrch 15 

,.44!t billion I'Ton 
4.377 
8.680 

30.968 
66.910 

417.416 
557.926 
6ll.300 
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notes, coupled with the accompanying and parallel growth in bank 

deposits (which combine to form the *'money supply~~) must be limi- 
. 

ted, for brevity's sake, to the period since June 1950, when UN 

Forces came to the rescue of Korea. In the 18 months subsequent 

to June 1950 (June 1950 - December 1951) the money supply expanded 

more th‘an 5 times, or from 122 billion won to 784 billion won, an 

increase of 662 billion won. For purposes of simplification the ' 

major factors contributing to changes in the money supply can be 
( 

reduced to four; namely, 

1. Bank of Korea adv,anccs to ROK Government 

2, Bank of Korea adv,ances to UN Forces for local 
currency expenses, chiefly labor 

3. All other BCank loans 

4. Proceeds from Salts of UN Aid Supplies 
(a minus factor) 

Since April 1951, the ROK Government has shown a cash surplus 

in its operations, resulting in steady monthly decreases in its 

note drawings from the Bank of Korea thus warranting, for analy- 

tical purposes, a division of the l&month period into two por- 

tions: (1) the X)-month period ending April1951; (2) the eight- 

month period ending December 1951. 

Grouping the data in such fashion, certain facts immediately 

stand forth: 

1. In the first 10 months money supply increased by 340 bil- 

lion won; in the succeeding 8 months the increase was 322 billion 

won - indicating a slowing up in the cumulative rate of inflation.. 

2. ROK advances accounted for an increase of 206 billion won 

in the first period; the second period withessed a striking con- 

trast, admnces to ROK declining by 88 billion won. 

.!--- 

3. UN adv,ulces came to I.33 billion won in the earlier period; 

in the latter 8 months they increased a further 285 billion won. 

4. "All Other Bank Loanstt grew only l.4 billion won L-I the 

first 10 months; the following 8 months saw them spurt by 247 bil- 
. 

lion won. 
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ributed a coun- 

ter-inflationary force of 13 billion won in the first period; in 

the second period this counter-inflationary force swelled to 122 

billion won. 

From the above sketchy outline it is apparent that advances 

to the UN Forces have, ostensibly, been the prime factor (4 4.17 

billion won for the 18 months) in causing the inflation. It is 

likewise evident that ItAll Other Bank Ioansl~ (-F 262 billion won I 
for 18 months) have been a big factor in the inflationary process, t 
also accelerating greatly in recent months, ROK advcuces, whi&e 

constituting a potent inflationary force in the first period 
_.- 

(- 206 billion won) tapered off abruptly after April 1951, thus 

accounting for a net increase of only 118 billion won for the full 

18 months, Finally, be it noted, the impressive counter-inflation- 

ary force exerted by llFroceeds from Sales of UN Aid Suppliestl 

(- 135 billion won for 18 months) provides the one unadulterated 

ray of hope in an otherwise depressing picture, 

What interpretation can fairly be placed upon the array of 

facts presented above in hasty outline? That steps rare possible 

within the existing framework of facts which hold promise of curing 

the seemingly endless spiral of inflation: 

In the first place it sh:CLd be emphasized that only a meager 

portion, less th‘an 10% of the UR aid now pouring into Korea in 

steadily mounting volume has ever been sold for whaA. Esttiates 

made by competent LN field personnel indicate that 40% to 50% of 

incoming aid goods could be absorbed by the populace at fair prices. 

If and when this is done, then ample whan funds will be developed 

against which IJJ drawing requirements can be made without infla- 

tionary consequences. The surplus over and above Up? needs could 

be made available to the ROK as an added revenue source to bulw,?rk 

the public finances. Under such circumstances, in fact, it might 

even be possible for the ROK to resume the financial burden of pay- 

ing for the necessary governmental expenditures which have been 

I 
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ant factors respon- . 

siblc for continuing large LN won drawings. 

Granting this happy solution to one set of pressing financial 

problems, and assuming a "balqficed" ROK budget plus 3 llbnlancedll 

UN won drawing account there still re,mains the problem of dealing 

with the current rapid expansion of bank credit. Government plans 

recently published pc>i.nt to the release of more than 500 billion 

won in loans for industrial rehabilitation and expansion in the 

fiscal year just beginning. Since this huge pamount is approxi- 

mately double the amount reported as released in FY 1951-52 and . 

since we know that the expansion in l!All Other Bank Loansl' during _-- 

the year ending 31 December 1951 equalled 2'74 billion won is it 

fair to assume something like a doubling of the latter figure in 

FY 1952~53? If so, then the prospects of halting inflation are 

dim. 

It is also sobering tn recall the EZA Aid Agreement signed 

10 December 1948 between the ROK and United States Governments. 

This A;.;reement specified a long list of salutary steps which the 

ROK Government undertook to accomplish in return for US zidr The 

record of the ensuing 18 months prior to the Red Invasion demon- 

strates that these steps, designed to "strengthen and stabilize 

the economy'!, were never taken, This record is not cited for the 

purpose of generating pessimism over the prospects of hmnmcring 

out a satisfactory aid agreement between the ROK and the UM, 

Rather, it must be clearly understood that - the basic conditions 

generating inflation being what they are - no agreement can be 

genuinely effective which does not at the same time provide a~&- 

_quclte machins for insurin~.~ that the objectives sought will be --. -. --- -.--- -- 

attained. Only in this way can inflation be halted and brought 

under control. 

Some consideration of the physical basis of the Korean econoq 

is essential to an understanding of potentialities. It is not 

quite such a gloomy subject as th=lt of public finances, 
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Agriculture is the most Lnpdrtant occupation in South Korea, 

ft is characterized by a small cu$tivated area in relation to the 

large agricultural popu)ation, small scale farming, p-rimitive but 

effective agriculture methods, disregard for the principles of soil 

conservation on the hillsides and mountains but with amazing ter- 

racing on rice lands, the predominant position of rice in the eco- 

nomy of the nation, the 3mporQnceIof work cattle in farming and 

transportation, the wide use of straw bags for every imaginable 

purpose, and the communal living of the farmers. 

Agriculture 'is the 'only segment of the Korean economy that has 

survived the war in good condition. The best available estimates 

indicate that the total disruption caused by the war has been neg- 

Ugible and that food cutput during 1951 approached the level at- 

tained in the closing years of Japanese rule. Production in 1951 

was certainly as high as in 1947. The farmers were able to plant 

and harvest excellent crops of summer grains, ‘although the rice 

crop was about 20% below average, owing to drought at time of 

trnnsplanting and continuing in sme areas throughout July and 

.Aui;ust, and to a lesser degree to late delivery of fertilizer. 

The drought had little effect on the 50 per cent of the rice lands 

under controlled irrigation, which produce 65-70 percent of the 

rice crop. 

Total food production for 1951 was estimated by UNC and State I r 
Department experts to be 24,578,696 Suk (1 Suk - 5 bushels). Con- . . 
sumption rcouirements for the ye,ar were estimated to be 24,609,OOO r . 
Suk, or 3,6X3,012 long tons, leaving a small deficit of 4,474 long 

tons between crop production and consumption requirements far the 

year. The ROK E.Enistry cf Agriculture and Forestry estimated r . 
about 2,000,OOO Suk less, while for tax purposes, the Ministry of 

Finance made substantially lower estimates. When these figures 

are taken in conjunction with WC imports of relief grain, it is 

difficult to believe that there is any serious shortage of food in 

Korea, 
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grains has soared exho&G.tantly, Among the probable reasons are 

the failure of the government to enforce a comprehensive crop 

collection plan,, hoarding of grain by farmers and speculators, 

transportation difficulties, diversion of large amounts of grain 

to manufacture of candy and alcoholic beverages, and abnormal 

consumption by certain segments of the population. The INC has 

unsuccessfully sought to induce the government to adopt comprehen- 

aive food plans. Instead, the government has committed some 
I . 

$16,000,008 of its limited foreign exchange for purchase of grain 

abroad. 

Fertilizer is the outstanding agricultural supply problem re- 

lated directly to food production. For FY 52: 340,210 Long Tons r . . 
valued at $19,000,000,00 have been programmed. Of this quantity, . 
130,719 Long Ton were delivered in July-October 1951, 13,6lh Long 

Tons during March, and the shipping forecast for the balance Cal&~ 
, . I 

for 61,206 tons in April, 80,065 tons in Xay, j26,096 tons in June, 

and 17,224 tons in early July, For optimum rice production, 50 

per cent of the fertilizer should be applied at transplanting time 

- (15 June - 10 July), 40 per cent from 4 to 6 weeks later, and 10 

per cent about IKI weeks after transplanting. Thus fertiliser is 

arriving in time and in quantities =ample for optimum rice produc- 

tion. Furthermore, some 40,000 Long Tons of ammonium sulfate, 

50,000 Long Tons of phosphate, and 8,000 Long Tons of Potash are 

archeduled to arrive for application on the fall crops (mostly small 

grains, known as Sumner grains in Korea). 

With respect to the major import requirements related to ag- 

riculture, the country is incapable of meeting its fertilizer, 

wool, cotton, pesticide, and cement necessities, As for export 

potentialities, during the pre-war years 1930-40, Korea had a net 

average export of rice <and pulses of over a million metric tons 

‘EUlWlllY. Most of this was produced in South Korea. With the 

inauguration of an equitable collection and rationing program, ex- 

ports of several hundred thousand tons of rice annually should be 

10 
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possible in a year or two. Export of work cattle, another former 

export item, cannot be contemplated for at least another five 

years. 

1 .,-- The farm business of the country is handled by the FFA - 

j Federation of Financial Associations. This organization has many 
s 

/ r=amifications, but the principal work is handling fertilizer, col- 

lecting, storing and distributing the government grain, and hand- 
* 

ling farmer loans and deposits. In many of the rural areas, FFA 

provides the only banEPing facilities. On deposits 5.4 per cent 

interest is paid, while on losns 7.3 to 17 per cent is charged with 

I an average of about 12 per cent. This organization operates di- 

.-. rectly under the President and is the most powerful agency associ- 

nted with the rural economy of Korea. Through 

it would be comparatively simple to inaugurate 
\ 

tion cand rationing program. 

* 

this organization, 

an over+U. collec- 

The potential of South Korea in the mineral field is best 

shown by performC?nce of Scuth Kore‘an mines under the Janancse in 

1944, in support of the Japanese wear effort. Substantial amounts 

of tungsten, graphite, manganese, fluorite and lithium, as well as 

lesser quantities of gold, silver, lead, copper, zinc, talc and 

silica were produced, chiefly for export ot Japan, while anthracite 

coal, limestone and pyrophyllite were produced chiefly for home 

,- 

consuiption. Some of the operations were marginal and highly sub- 

sidized by the Japanese owin, v to loss of other colonial sources. 

The removal of Japanese management ‘and technicians, however, 

at the close of hostilities in 1945, caused a severe setback to the 

mining industry of South Korea. 

Although in the ensuing five yenrs the Kore‘ans made a pl~tial 

recovery in mining activities so that early in 1950 mineral exports 

were a major source of foreign exchan,ge for the new Republic; the 

War closed down every major mine in the country. Air action, sabo- 

tage <and theft of machinery and equipment did serious damage, 

chiefly to surface instnllations at the mines, but neglect, break- 

down of power facilities with resultant flooding and l ave-ins, as 



return of mine operators and miners a3ike. Financial support 
4 

under general inflationary conditions, was slow in coming forward,, 

- The UNC has assisted the South Koreans in gradual rehabilita- 

tion of the mining industry, first, by rehabilitating power plants 

nnd transmission lines, by furnishing technical engineering assis- 

tance and guidance and by supplying dynamite, tools and small 

machinery and equipment for replacement of d,amaged items under the 

CPa program. 

First emphasis was on placid coal mining, since coal was re- 

quired for industry, and was esssntial to permit reduction of large 

-- 

i- 

imports of bituminous coal for military cand civilian use, At the 

same tFme tungsten and graphite, principcal items of export needed 

to bring in foreign exchange for further rehabilitation, were also 

pushed. 

As a result of efforts jointly by the Koreans and UN Civil 

Assistance, after some eight months, substantial quantities of 

tungsten, graphite, copper and mang,anese ore, fluorspar and talc 

are being exported. Some of the foreign exchange thus earned is 

being used to buy mining supplies, machinery and equipment for re- 

habilitation, some for other needs of the South Korean economy, 

and gold and silver mining has been given encouragement by recent 

legislation lifting government ccntrols. 

However, the failure of the ROK to coordinate its spending of 

foreipn exchange earned from mineral exports with UN programs for 

relief and economic aid, makes can aplraisal of the benefits from 

increased mining activities difficult at present. Only a careful ' 

use of the proceeds in the best interests of the economy can justi- 

fy further expenditure of UEJ funds in the field of mining, other 

than coal. 

Coal output has now reached about 50 per cent of pre-war pro- 

,duction, and possibi$Ities are good for greater increase. However, 

the failure to properly utilize the domestic coal by briquetting 

for the Korean railways and industry, has been a serious hindrance 
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to further increase of m&&t. Rehabilitation of briquetting 

pl‘vlts has lagged far behind mine production, causing accumulation 

of excessive stockpiles. UNC personnel are therefore concentrating 

their effort on problems of utilization of the coal, rather than on 

production, at present. Only by solution of these problems will , - 

costly imports of bituminous coal be substantially reduced, 

Power is basic to the economy of South Korea, for irrigation, 

mining, loc.al transportation and industry. 

In April 194% South Korea used a daily average of 102,000 KY? 

to meet the requirements of a reduced economy. The following 

month, with one stroke, more than half of this power supply was 

shut off by an order of the Nxth Korean occupation authorities. 

Since then, South Korea has had to limp along on its limited power 

sources. Owing to the fact that South Korea was never intended to 

be independent in power facilities by the Japnnese who built the 

electric generating system, most of the -major installations are 

located north of the 38th parallel. 

The second blow dealt the power facilities of South Korea has 

the partial or total destruction by war of plants, electric equip- 

ment warehouses, substaticns and transmission lines. Some sabotage 

cand pilferage contributed to the loss, which has been estimated at , . 
about $7,000,000. Vhile the monthly average in 1949 had risen to 

74,000 KY?, only a small portion of which was supplied by outside 

aid in the form of power barges, in February 1951, owing to the 

effects of the war, power output dropped to a low of 16,900 KW. 
I 

Today, despite considemLble rehabilitation, power generation 

from all sources is 64,000 KW, of which about 40 per cent comes 

from UN financed p&ver barges. These barges supply both military 

and civilian economy requirements, but cost is about $250,000 

monthly to the UN (i.e., the U.S.), 

Present plant facilities south of the 36th parallel, after 

limited long-range rehabilitation is completed, may be expected to 

produce about 'i'O,OCO KV, exclusive of power barge generation. The 
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inclusion of the 

the IIX occupied zone north of the 38th parallel, could add 30,000 . 
KW to this total, and action is now being taken to formulate pl~fis 

for rehabilitation of the Rwachon power plant by Korean poxver of- 

ficials with the aid of Eighth Army Civil Assistance officers. 

The goal of IN Civil Assistcance in the power field is there- 

fore, two fold: (1) To assist S;;T.th Korea to repair <and rehabi- I 

litate existing plants, substations and transmission facilities, 

in order to achieve its current potential of 100,000 KY?. 

(2) To reduce and ultimately eliminate dependence 

on mJ financed power bnrzes, . 

A revived economy in South Korea would reouire between 150,000 
, 

and 200,000 KW, but this ccofl be provided only through plans for 

long-range provision of additional generating capacity, Such plms 

will require careful power site engineering surveys and consider- 

able finmcing, which can be justified only against a background 

of peace and security. 

The industrial heritage that the ROK acquired at the end of 

World War II brought with it peculiar conditions. Jap,anese de- 

veloped the Peninsula of Korea as an integrated part of thz 

Japnnese Empire, placing industry to best advantage; enforcing the 

policy of filling all important positions with Jap‘anese personnel 

and neglecting or scrapping equipment for the war effort., The in- 

dustrial plant was left to the ROK in a state of virtual disinte- 

gration. By virtue of the division at the 38th parallel, South 

Korea inherited 75 per cent of the light industry while North 

Korea inherited 85 per cent of the heavy industry. The stoppage 

of power from Forth Korea in !cly 1948 left South Korea deficient 
. in power generation. 

In 1946 South Korean industrial establishments numbered 5249 

plants, employing 122,159 workers (see Table #l) with textiles as 

the foremost sub-division. Even the textile industry was not able 

to supply mzinimum domestic needs. Therefore, the Xilitnry Govern- 

ment undertook to restore plant capacity and arranged for the 

2.4 
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importation of raw cotton, , 
production was retarded. In 1947, Lan ambitious goal of 190,000,000 

i yards of cloth was set but although yarn production increased cloth 

production decreased, During this period, 1948-1950, cloth pro- 
_ r 

duction averaged 62,857,000 yards yearly. Y;ith the invasion of 

South Korea in June 1950, additional requirements for military use 

increased the deficit of Korean production., The military require- 
. , 

ment of ,!+5,,!$2,000 yards of cloth and civilian requirements of 

62,857,OOO yards (made from CRIK supplies) constitute a total ro- ~ _ 
quirement of 108,279,OOO yards. This total requirement is 72 per 

cent in excess of Korean c&oth production. 

Currently, the problems facin, * Korean industry are rehabilitam 

tion of plants and equipment, lack of indigenous raw materials, lack 

of mnagement, lack of manufacturing technique, lack of preventative 

mainten‘ance, lack of labor training, power failure and difficulties 

of receiving foreign raw materials. In attacking these proble;ns, 

the objective is to utilize the Kore‘an economy to furnish a maximum J 
of finished materials in order to reduce US aid to a minimumg 

The major problems of transportation in South Kcrea ,ve 

shortage of equipment; shortago of supplies; shortage of management; 

shortage of trained operational and maintenance personnel; and dam- 

age due to war action. 

Most of the major difficulties are a result of the manner in 

which transportation developed in Kore,?. Until the end of the 19th 

century, almost all transportation in Korea was by way of a man's 

head or back. Then the Japanese, in order to move men and materials 

in the course of their expansion into Korea and Manchuria, started 

a rail line from Pusan in the South to the Eanchurian border in the 

north, The port of Pusan was developed, as was also the port of 

Inchon near Seoul and other ports, The primary consideration was 

military cand therefore the only development was for feeder lines to 

the main north-south lines, Roads were generally built to furnish 

additional feeders to the rail lines and to the ports. The majority ' 
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operation and maintinance were 

Japanese. 

When the US Army moved into South Korea at the end of World 

mcar II, all transportition was at a standstill. Cwing to the 6-n- 

tensely nationalistic urgings of the Korean people, all Jap‘anese 

south of the 38th parallel were returned to Japan. As over eighty 

per cent of the trained personnel in transportation, including: all 

of the management, were Japanese, this left a vacuum. To n srmll 

extent this was filled by US Army personnel but owine; to rotation 

and demobilization only very slow procress could be made in train- 

inc Koreans to fill the key positions. Slow but steady increase 

in transportation facilities was made under the Korean Interim 

Government and this continued ‘after January 1948 under ECA guidance. 

-. 

With the withdrawal of the UN Forces into the perimeter in 

1950, most of the transportation facilities cutside of the peri- 

meter were damaged or destrcyed, When the UN Forces broke out of 

the perimeter and moved north it was necessary for the US Army to 

furnish supplies and equipment in addition to maintenance and 

operating personne, 1 in order to move the necessary men, equipment, 

and supplies+ k- iChways and bridges Nere rebuilt, widened and re- 

surfaced; rail-lines were repaired and rebuilt; trucks were sup- 

plied; rolling stock was replaced and rebuilt; and vessels were 

furnished, in addition to repair of the existing f?.eet, 

At the present time adriitional equipment and supplies are be- 

ing programmed and furnished and efforts are being made to place 

the transportation of Korea on a self-supporting basis. Personnel 

are being trained and war darnage is beinr: repaired. Efforts are 

being made to replace imported items with domestic but certain 

items such as petroleum products must continue to be imported. 

An effort is being made to negotiate a new contract with the 

Korean Bational Railway, operated by the government, in which 
/ 

chnr,yes will be made for all supplies and equipment,furnished by 

the II!: and to deduct these charges from the tr‘ansportation bill 
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which amounts to nearly one mi on dollars a month& The dollar 

value of supplies furnished the KNR between September 1950 and 

1:arch 1952 was in excess of twenty million dollars+ This was in 

addition to the surplies, equipment and labor procured in Korea, 

It is hoped that this new contract will place the KNR on a 'susi- 

ness-like basis, eliminate concealed subsidies and decrease the 

cost of rail transportation to the United States. 

A great part of the wealth of the ROK consists of so-called ' 

vested (former Japanese) property. These assets, which were eval-' 
, - 

uated as of August 1945 at about 2,276,000,000 dollars on the'basic 

of a conversion rate of $1 Yen 15, are composed of former govern- 

ment, corporate, and individual property. In December 1945, they. 

were in their totality declared vested in and owned by the EBlitar~ 

Government, Apart from the landholdings, which were distributed 

pursuant to a program of land reform, most of this vested property 

has remained undisposed of, In September 1948, after the estab- 

lishment of the ROK, the property was transferred to the ROK. It , 
continues to be managed by the government, inasmuch as the present 

war situation does not encourage private investment. Recently the 

legal question of the validity of the actions of the Military 

Government concerning the vested property in Korea has become con- 

troversial in the current negotiations between the Governments of 

Japan and the ROK, 

Korea is an overpopulated country which is not rich in natura: 

resources, Nevertheless, with a reasonable amount of assistance, 

it should be possible to develop a viable economy which will pro- 

vide a minimum standard of living for all the people. To do so 

will require extensive training of technicians and managerial per- 

sonnel, the rehabilitation of plant and equipment, and above all 

the willingness of the Korean people themselves to make the neces-- 

sary sacrifices and accept the necessary discipline, On our part, 

our plans must be based on economic realities which envisage the 

attainment of some kind of balance of payments in the not too dis- 

tant future. 

17 
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Korea's problems are no& solely economic, 

As a result of a survey in September 1950, GHQ, orgmizod a 

United Nations Public HenJ_th and Velfare Field Orsnization with 

a mission of preventing disease and unrest ,among the civilian popu- 

lation and of furthering the objectives of the United Nations Com- 

mand in Korea. This Field Organization immediately established 

working relationships with the ROK, EXX and the American Embassy 

,to coordinate its activities. A resolution passed by the ROK 

Cabinet .made it possible for the PHW Organization to participate 

in the meetings of the Contra1 Relief Committee that had been es- 

tablished to determine the relief requirements of the Korean 

people, to devise aid progxxms, and to allocate all relief items 

received. It was out of this temporary, 

UNCACK ultimately emerged. 

From the bc&nnin~ of operations in 

emergency nucleus that 

, 

Korea, the ravages of war. 

combined with the ebb ,anc? flow of displaced persons to produce four 

major environmental sanitation problems: 

(1) Restoration of adequate and safe water supplies. 

(2) Proper methods of hxx.lan waste disposal, 

(3) Proper met%ds of garbage disposal. , 
(4) Control of insect-borne diseases (typhus, typhoid, 

dysentery, malaria and Japanese B encephalitis). 

Sanitaticn teams were or,+ l‘qnized in all the communities and refugee 

centers to enforce control of the first three of these problems, .- 

and a large scale DDT dusting campaign was initiated to meet the 

threat of diseases, This latter progrnrn was effected not only in 

refugee centers, but units were established in road-block stations 

as well to take care of the mass of refigees on the move; 
f 

In the field of preventive medicine and medical care, ROK I 

military requirements competed vrith civilian needs, Confiscation 

of drugs Lnd dressings, the preemption of hospitnls and public 

buildings for the care of the military wounded, nnd the induction : 
of doctors into ROKA rendered the situation acute, In spite of b 

18 
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these handicaps, however, UNC carried out a successful immuniza- 

tion program. This success was in the face of a disorganized and 

disrupted ROK National Health authority. 

This cnmpaign against discasc and unrest received a substan- 

tial stimulus from the introduction of new and effective weapons. 

One was a so-called Basic Medical Unit containing drugs and medi- 

cal and-surgical supplies capable of supp$ying normal medical sup- 

port for Q population of 100,000 persons for a period of one ,month. 

Another humanitarian weapon of equal calibro was a Basic Hospital 

Unit containing equipment and sustaining; medical and surgical sup- 

plies required to establish and operate a 40 bed surgical hospital 

-. providing facilities other than beds for upwards of 500 patients. 

These hospitals assured immediate and adequate care for civilian 

casualties evacuated from the forward areas, During a nine months 

period (Januarydeptember 1951) over seven mLllion Koreans received 

hospital care. 

The effectiveness of the PHW pro:fram is manifest in the vir- 

tual absence of any sirpificant healtji cr sanitation threat in 

South Korea. This prosram is continuing and is fully prepared to 

wipe out any epide4.c that may threaten to spread across the bat- 

tle lines from North Korea, I 

-\ 

The care of perhaps ,!+,OOO,OOO refugees has probably been the 

major task of the civil assistance programs to date. &my, pert- 

haps most, of these refugees were destitute and in miserable cir- 

cumstances. The ROK Government proved unable to provide for them, 

and was inclined to view them as the sole responsibility of the 

UNC - an attitude which still persists. The Korean people, on 

the other hand, in spite of traditional indifference to people 

from other villages and other provinces, received them into their 

already overcrowded homes and shared their inadequate resources .r 
with them. As a result, only a few refugee camps have been estab- 

lished, and those that have proved necessary have for the most part 

been temporary. 

19 
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The feeding, clothinS, and mcdica.1 support of these refugees 

has required a major part of the supplies shipped to Korea, leav- 

ing little for sale to meet local expenses or to provide for re- * 

habilitation. However, we can all take pride in the fact these 

unfortunate people have been sustained and are ready to resume 

their normal lives when circumstances permit. Their resettlement 

is now a matter of urgent necessity, 

Prior to the Communist invasion there were 18,604 schools in 

the school system of the Republic of Korea. The total enrollment 
. I 

for all schools was approximately 4,182,ll5. Owing to the inva- 

sion only about 60 per cent of the schools are presently opera- 

ting, many of them in temporary and emergency types of classrooms 

@d some out of doors, 

ATproxWtely 81per cent of all school equipment and in- 

structional nzterials have been destroyed, including textbooks 

and reference materials, desks, chairs, blackboards, scientific 

equipment, teaching aids, and other b.;s.ic supplies. Over 33 per 

cent of the schoolbuildinzs have been c:!ry,lctely destroyed and 

another 15 per cent have been damaged to such an extent that they 

are unsatisfactory for USC. In addition, many of the school 

buildings still intact are being utilized to house refugees, 

troops, and hospitals. Almost one-half of the school children 
u 

are attending classes in the open air, when weather permits, cr 
I 

in very crude shelters, some of which have no windows, or roofs, 

some of which have only three walls. About 27 per cent of the 

public =and school libraries were completely destroyed. 

UNCACK is presently assist& the ROK Government 

viding limited material and technical assistance on a 

basis. Plans call for the construction and repnir of 

by pro- 

short term 

approxi- . 
mately 5,200 emergency type classrooms, the construction of desks, * 

4 
chairs, and blackboards, and the bringing in of paper, radios, and .. 

sound projectors in small quantities. 

20 
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UNESCO has contributed $100,000 to be used for the purchase of 

printing equipment for printing the millions of textbooks needed. 

UNKRA is now formulating plans for suyplying the school system . . 
with $l,QO@,OOO worth of scientific ??sld technical equipment, visual 

and audio aids, reference books, and textbook paper. 

Vcrious charitable organizations have been contributing cloth- . 
ing, food, and some school supplies such as paper and pencils to 

the children and teachers, 

The Committee for a Free Asia has donated 1,000 tons of news- 

print to be used for the printin:? of elementary school textbooks. 

There is great need for review of the entire educational program to 

provide the kind of education most needed in Korea, but this is not 

primarily a UNC responsibility. 

CINCUNC responsibility in the field of education is two-fold; 

first, to help the Koreans help themselves by furnishing the mater- 

ials and supplies with vrhich it will be possible to construct or 

rehabilitate and furnish school classrooms only to the extent of 

reestablishing basic minimum teqching conditions as a means of pre- 

venting unrest among the civil population and secondly, to cocrdi- 

nate during the military phase I the activities of other W agencies 

(UNKRA, uNEsc0, UNICEF, etc) and outside agencies such as the Com- 

mittee for a Free Asia, Ford Foundation, Junior American Red Cross, 

etc. who want to contribute to the immediate short term needs, or 

assist in,planning for the long-range program which is an UMRA 

responsibility of raising the educational standards of South Korea 

to a satisfactory level, 
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absolutely complete. Korea is a nation in which the 

main arm of the United Nations effort against Communism 

is presently being conducted today, and Korea is one of 

the principal combatants. Regarding the urgency of the 

situation, General Van Fleet feels that the time has 

come to end the studying of the situation ani to take 

action in the field of these agreements and tying up 

the loose ends that are causing confusion, inflation 

. and qui;te a few other unsatisfactory conditions, in 

the Army area. From his point of view, stability in 

the Army area is absolutely vital to a healthy military 

situation in Korea, The importance of having a Korean 

Government strong and able to stand on its own feet, 

and further, one that will stand up when compared with 

the Communist-dcminated areas throughout Asia is man- 

ifestly %nportant to all. 

kt the present tine the Korean Government is pro- 

viding substantial support fvr the United Nations forces 

in Korea. I speak from first-hand knowledge on that. 

Throughout the winter in the mountainous areas of Korea, 

such as Heartbreak Ridge and the Punch Bowl area, the 

use of the Korean Service Corps personnel was absolutely 

vital to the success of our operations. 

We were occupying high peaks and ridge lines, and 

ammunition, fresh water, food, gasoline all had to be 

carried on the backs of individuals, =and those KSClS 

provided that vital service to the troops. In road con- 

struction-camp construction-in all of those items we 

depend upon the KSC'S- If this amount of support for 

the United Nations forces had not been available, I am 

sure we would have had to have many times the amount of 

troops in Korea than we have at the present time, In 
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addition, the l?OK is carrying a very heavy part of the 

combat load in Korea. The 2nd WK Corps was activated 

last Saturday, with the Ambassador and General Van 

Fleet in attendance. It was a significant occasion 

in that this ROK Carps Headquarters is nois controlling 

severa) well-trained, well-equipped, and well-experienced 

ROK combat divisions. Further, each of the berican 

divisions in Korea has a fair number of persons that 

we know as KATUSAQ (Koreans Attached to the U. S. Army). 

In my own division, when the division was rapidly put 

together here in Japan, there were between seven and 

eight thousanl Korean nationals drafted and moved over 

into the 7th Division, They have been ti combat since 

the time of the landing at Inchon. Of the original 

seven or eight thousand, we now have about 1500 remaining, 

but they are star performers in combat. They are among 

the best combat personnel in the division. 

The Korean divisions have, of course, suffered 

greater casualties than any other division in Korea. The 

quality of the Korean divisix has vastly improved in 

the last year. No longer is it possible for the enemy to 

strike a new Korean division with the expectancy he will 

make a break-through. Indeed, last week a newly committed 

Korean Division was hit by the Chinese Communists, and 

very heavy action took place. The attempt by the enemy- 

both North Koreans and the Chinese Communists-was not 

only defeated, but the enemy suffered very heavy losses 

in trying to do it. 

General Van Fleet feels there is a wonderful pos- 

sibility here for establishing a stable friendly United 

Nations government in Korea, These people are violently 

anti-crmmunist and they will fight, and they are fi&ting. 
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If we can move on rapidly in the establishment of this 

stable politically, economically and militarily stable 

government, we will be in a much better military position 

in the Far East, Further, moving over to the idealistic 

side of it, we feel that if we can reach early and sat- 

isfactory agreements with the ROK GoverMlent along the 

lines you are going to negotiate, we will have gone a 

very long way in attaining the objectives for which the 

United Nations Forces are fighting in Korea; a struggle 

in which the United States has already suffered over 

106,000 casualties, and the Koreans have suffered many 

more. Therefore, we earnestly hope, that as a bnck- 

ground against which these negotiations >are discussed 

and conducted, a sense af urgency and an awareness of 

the importance of keeping and of establishing a stable, 

friendly ROK Government behind the front will be kept 

in mind. 

AS far as the details of what is going on in Korea 

,at the present time, I am going to turn that over to 

Colonel Bays, and General Christ, here this morning. 

Colonel Bays is the Chief of the Civil Affairs Section 

of the Eighth Army staff; General Christ commands the 

United Nations Civil Assistance Gammand in Korea. 
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ll$MARKS OF BRIG. GEN. W. E. GRIST, CG UNCACK, 
AT BIEFING LJC tiISSION TO RX 
9 APRIL 1952 

General Ridgway, Mr. Meyer, Msnbers of 
the Mission, Gentlemen: 

0 

I am General Crist, and have command of the United 

Nations Civil Assistance Camrrumd, Qrsa - for brevity called 
i 

UNCACK-with hsadquarters andstaff located at Pusen, and 

' .a with operating agencies throughout&&h Korsa. C&grating 

agencies with Combat Units is a tire& rssponsibility of 

the Eighth Amandnot UNCACK, 

UNCACK, orgtized as an integral'part of the Eighth 
. 
United States Army? Korea, has the mia&cm to: 

Prevsnt disease, starvation, and unrest 

&courage economic rehabilitation and 

stabilization 

And of informing higher headquarters 

on the political, economic, and 

social scene in Korea 

A 

Further,we have short snd long range planning responsibili- 

ties connectedwith this mission, and Purr&n advice on 
-: 

fiscal, economic, aedisal and other matters. The misa&+n 

involves Mnishing supplies, squipnent and services to 

prevent disease, starvation, and unrsst, together with pro- 

viding for equipmsnt a& raw materials to help ati encourage +@!ct: -9.: zq? -4 
1; 3 

agriculture, fisheries, mi&g, electric power, trsnsporta~~ 

tion, and other public services snd irrdustries. Our mbsion 

also carriss with it ths responsibility for proper distrl- 

bution of the materials enl supplies M&h are brought 

,--. 
. 5 

into Korea* In all of the missions which I have just out- .* 

linad, we have one which must oonstantly be borne in mind, 
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that is, of supporting military operations. We &re also . 3 

required to see that the tId8riab and supplies furnished 

under this program get to, and are used, .fOr the purpose 

intended. Our field agencies, b ecause of the limited per- 

sonnel available, are only capable of making inspections of 

a spot check nriture. In accomplishing the mission, w8 make 

the maximum use of all Korean agencies, continually emphasiz- 

A 

.---. 

ing self-help, so that Korea Will b8COm8 self-supporting as 

soon as possible. We work on the general policy of furnish- 

ing the minimum essential needs of the Korearug. 

During the latter part of 1950, when it appeared that 

hostilities would soon terminate, the United Nations decided 

to set up an organization called the United Nations Korean 

Reoonstruction Agency, short title (UIURA) with the purpose 

of carrying on a mission somewhat comparable to that assigned 

to UNCACK, except that it had additional long range responsi- 

bilities. The United Nations decided on December 2, 1950, 

to organize UNSf,A, and shortly thereafter sent them to Korea. 

However, hostjlitiea were extended, and with a view to 

having a coordinated effort in this field, higher headquarters 

decided to $.IIt8gdi8 UNgRA into UNCACK until such time that 

the military inters&s in Korea were no longer paramount., 

Then UN’KRA will take over the control of the civil assistance 

organization and operations and perform their assigned mis- 

sion. According to present plans, it is expected that the , 

assumption of authority by UN#IA will take place sametime 

between a cease fire ard 3.80 days thereafter. ~ 

UN.Epitils mission is to help the Korean people by pro- 

viding, within the l&nits and resources available and to the 

extent pemdtted by the militaq situation - relief and 

rehabilitation supplies; transportation; services; technical 

,- 

2 
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advice to relieve suffering; to prevent disease and unrest; 
._ . 

to rehabilitate the devastation caused by recent military 

operations; and to lay the necessary foundations for the 
,- .-. 

-5, 
: 

political, social and economic stabilkation and independence 

of . rea. Now, with the integration of UNKRA operating per- 

sonnel into UNCbCK, all of the operational activities of 

UNKFLA will be coordinated with and executed under the super- 

vision of UNCBCK. 

With this as an outline of the mission of UNCACK, I 

would like to discuss very briefly several conditions which 

exist in Korea and Rich must be considered since they have 

a definite relation to the planning and Operational miSsiOn 

of our Organization. Some of these are: 

a. Korea has been fought over several times, destroy- 

ing or disrupting most of the public utilities and industries. 

Much of the existing housing has been destroyed. The war has 

completely changed the normal life of Korea’s population. 

b. Korea has b8M split into two parts, the industrial 

north and the agricultural south. 

c . There are many llsfugees and displaced persons 

throughout South Korea. At, the present time they number over 

205% of the population, or approximately 4.1/2 million people. 

Even the government agencies are refugees from Seoul and 

operating in Pusan. 

d. Key positions of leadership in Korea have been held 

by the Japanese for 40 years, and only since World War II 

have Koreans been given an opportunity to exercise control 

or come into positions of responsibility. Therefore, they 

lack the experience and ability that would normally be 

expected from top officials. They have, however, in the 

eight months that I have b88n associated with them, shown 

a great improvement; a willingness and d8sir8 to forge ahead. 

3 
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Greater initiative is being displayed in practically all top 

echelons of Government. 

8. Nhile some of the top officials of the Korean gov- 

ernment speak &d understand the English language, msny of 

the conversations and interviews have to be carried on through 

interpreters. k great amount of correspondence has to be 

translated. The language difficulty is an ever present one 

and may tend to create misunderstandings. 

f. Korea is a sovereign nation and, as such, her 

sovereignty must be respected. Direct control by civil 

assistance is not contaplated. To accomplish our purpose 

we do not order or command. Our mission is accomplished by 

giving advice, suggestions, or using persuasion arid not 

through *~directiorP, The prestige of the leaders must be up- 

held in order'that they may have the respect of and be able 

to exercise the appropriate control over the Korean people. 

is* Guerrilla activity in several parte'of Korea has 

interferred with maximum food production because the farmers 

in these areas were reluctant to go into the fields and farm 

the land. This, in turn, has reduced the crop yields. 

Industries, located in guerrilla areas, capable of production 

have not been rehabilitated to the extent desired. With the 
L-l 

recent clean up, however, by the RCX military forces of the 

major guerrilla areas, it is expected that greater returns 

will be obtained from the farms and industries. 

h. The final and most important factor I would like 

to mention at this time is QQlation~~. Korea is faced with 

a serious inflation where money has lost a great desl of its 

value. Presently, won is less than 18 of its 19M value, 

and ROK revenues simply are not enough to meet all expenses, 

so the printing presses have made up the difference. As a 
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result of the war and Korea's inability to balance her bud- 

get and establish internal stabilization, very serious infla- 

tionary trends exist which, at any t$.me,.may become runaway 

innature. As a resulit of this inflation, wages lag greatly 

behind the prices, and the evermental pay scale throughout 

Korea is universally too low for a Korean to sxist without 

special considerations such as payments in kti, special 

ration privileges, etc. 

With this outlirre of the mission and the discussion of 

.A-- 

- 

some of the problems influencing the discharge of the mis- 

sion, I would like to turn to the organization by which we 

will accomplish the objectives assigned to us, 

cmRT # 1: 

This is a joint UNCACK-UNKRA organization and it is 1 
b 

being implemented at the present tie. The blocks outlined 

in blue represent a strictly UNKRA organization - a small 

group under Mr. Kinzsley, the Agent General, and controlled 

._ through the Deputy Agent General, wcker, He 

has under him four major sections - an UNKRA Planning and 

Liaison Group, Budget and Management Group, Comptroller, and 

a Chief of Mission. The Chief of Mission is Gperal Lloyd4 

an Australian, vho is a retired Major General. Undgr 

General Lloyd are three sub-sections; namely, Assigned 
r 

Projects, Construction, and Administration, 

The organization outlined in black is a joint UNCACK- 

UNKRA organizatim cmanded by me, and into which has been 

integrated operational personnel of UNKRA inaccordance with 

their qualifications. At the present time, there are a 
'4 

wrsonnel occupying positions throughout the organi- 

zation. Depending on their qualifications and ability, we 

am placing them in key spots so that on a turnover from 

5 
,': 
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UNCACK to UNKRA continuity of effort will. be had. At the 

present time this organization exclusive of UNKRA (in blue) 

consists of 164 officers, 243 enlisted men, '70 UN, and % 

DACs or a total of 553 people. The total strength of the 

organization called for on this chart ” 824,- 

In the @cecutive group; I have under me a Deputy Ccm- 

mander, Colonel Carraway, and an Executive Officer, having 

normal command and executive responsibilities. 

For top level coordination between UNKRA and UNCACK, 

there is a Korean Joint Committee. Membership on this com- 

mittee consists of Sir Arthur Rucker, General Lloyd and a 

member of the UNKRA Planning Group - from UNCACK on this com- 

mittee my deputy Colonel C&away, a maber of my planning 

group and myself, a total of six. This group is responsible 

for coordinating the joint activities of UNCACK and UNKRA; 

developing projects and making recomneniations to hie;her head- 

quarters relating to their implementation; coordinating their St 

activities with the ROE government; keeping higher headquarters 

adv$,sd of the Joint Committee’s actions; receiving from 

higher headquarters projects which,are to be studied .and 

implemented where they have a joint nature; and keeping other 

appropriate agejrrcies advised of their developments. A sini- 

lar Joint Coattee functions here in Tokyo with GH2 G5 

representatives and UNKRA. 

The UNCACK Planning Group also operates out of my head- 

quarters, has the responsibility for development of concepts 

and coordination of planning for the Republic of Korea. It 

coordinates fiscal year plans; program objectives and 

requirements; prepares special studies of a high level 

nature that do not f&&L, within the duties of responsibilities 

of the UNCACK sections. When appropriate, it may also sponsor 
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projects for the Korea Joint Comnittee and the proposed Joint 

Central Organizations (which I will discuss later.) 

Some of the policies and procedures being developed by 

or through this committee are: 

1, Controlof ROK Exports and Imports 

2. Coordination for Use of ROK Foreign -change 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

Processing of ROK Foreign Exchange Purchase 

Requests 

Development of Iong Range Programs 

Preparation of CRIK Supply Requirements 

Allocation of Civil Assistance Supplies 

Civil Inform&ion and Education in the 

Republic of Korea 

Payment of Indigenous Expenses from UN 

Special Fund Account 

Movement and Processing of Refugees and 

Displaced Persons 

Sale of Consumer Goods 

11. Sale of CRIK Supplies 

c and many more 

Other groups working out of my headquarters are my aide, 

the PUbliC Information Office and the Headquarters Commandant, 

The Public Information officer is charged tith appropriate 

and tely publicity concerning our program throughout the 

world. The Headquarters Canmsndant has the housekeeping 

responsibilities at my Headquarters. In addition to UNPACK, 

I have 10 oiher small agencies located at my installation for 

which I have certain responsibilities. 

.The organization of the Sections of UNCACK are along 

the lines of accepted doctrines of a military unit. They are: 

Administration and Personnel; Field Operations; Supply; ROK 

Governmental Administration; and ROK Economic Affairs. 
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Mministration and Personnel includes the usual functicns 

of the Adjutant and the several personnel sections for mili- 

tary, civilian and Korean personnel. UWACK-UNKRA. personnel 
/ . 

are being recruited from both Department of Army and United' 

Nations smrces. These personnel possess a wide diversi- 

ficaticn of skills, and represent 13 United Nations countries. 

Also, three wuntrieu operate hospital units in Korea, 

Denmark, Italy (the only non-United Nations personnel in 

Korea), and Sweden. This personnel includes former IRO, Dx> 

and WHO personnel, several Red Cross agencies, UNKFLA person- 

nel, Department of the &my civilians, officers, and enlisted 

men. 

Field Operations is chargedwith the staff supervision 

and inspections of the field tern operating throughout 

South Korea. They have three groups - operations, Reports, 

and field teams. They prepare the necessary periodic and 

special reports pertaining to the field team activities. I 

will discuss the field teams in more detail later. SuppLy 

includes Civilian Supply which covers the complete civilian 

supplies coming into Korea under our program for all of Korea. 

ELlitary Sup~lg procures and distributes supplies for our 

use includb housekeeping material, signal,transport, etc. 

Movement and Contro& is responsible for all movement and 

control of supplies. Sales Section supervises all sales of 

items coming into Korea to be sold. Investigation. Fiscal, 

and Audit investigates and reports on losses and audits 

accounts certifying them for payment through me to the ROK 

Government. By June 30, 1952, we .expect the delivery of civil 

relief supplies will total approximately as follows: 

,(I 
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'Donations by UN Wmber Nations $39,~,~ . 

ECA 2Vo%~ 
- 

Purchased and delivered.by the l.37,ocxl.ooo 
United States 

Total of apprcximately " 8196,CCO,C3C 

This involves shipment cf about 900,000 long tons. In gen- 

eral, these supplies are food, fertilizer, clothing, building 

materials, raw materials, POL, ships, boats, motor transport, 

medicine, sanitation supplies, etc. The number of items run 

into the thousands. Twenty-seven nations have made substan- 

tial donations during the present fiscal year, together with 

18 social welfare organizations tlwouglmut the world. 

The KOK Government Administration and ROK Economic 

Affairs. These two sections are organized generally parallel- 

ing the ROK Ministries. Their duties are planning and advid- 

ing and each maintains close liason relationship with the 

Ministries concerned. Some have advisors located in the 

ministries. 

I muld like to speak for a moment about each of the 

Sections which operate under ROK Governmental Administration 

and under ROK Ezonomic Affairs and their general program* 

A detailed discussion is scheduled later. 
, . . 

JUSTICE AND HO&E AFFAIRS 

This section deals With governmental, political, legal, 

and public safety matters. Legal difficulties are continually 

presenting themselves in all types of Governmental operation. 

Present Korean law consists of early Korean Law - Japanese 

Law - Kilitary Government Law - Acts of the National Assem- 

big - Presidential and Ministerial decrees and the Constitu- 

tion which stated that all existing laws and ordnances not in 

conflict with the Constitution would remain in effect. So, 
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developjng a legal opinion is a slow process& Legal opinions 

requested will average about one a day in UNCACK. 6t the 

present time, two major studies are being made: Black mar- 

keting, and the legal method by which the officials of the 

city of Seoul can clean up private property devastated by the 

war. Translation is now in progress for all Korean laws. 

A survey of Government similar to the Hoover type survey is 

proposed. 

t 

Under Public Safety, come the police and fire depart- 

ments. In addition, the prisons and jails, police hospitals 

and dispensaries also come under the supervision of this sec- 

tion. Arrangements were msde for the procurement of fire 

apparatus a& other it- necessary for fire protection. . 

Plans are being made tot develop prison industries in order 

to give occupational training to the prisoners. Rehabilita- 

tion material for the prisons, as well as medicaJ. and sanitary 

advice is furnished. 

PUBLIC WORKS 

Public Works is an engineering group charged with advia- 

ing and planning on the renovation of pubticwater supplies, 

harbor dredging, engineering problans concerning rehabilita- 

tion of industrial facilities, hospitals, welfare and penal 

institutions and the like. Desi.&ng various type houses 

for refugees' use, together with winter refugee shelters, is 

a responsibility coming under this section. They are now 

working on the program for prefabrication of hcusing units, 

PUBLIC HEALTH 

Public Health is charged with the procurement of hospi- 

tals and medical supplies and their use to prevent the out- 

break of serious epidemics or disease. They also train indig- 

enous medical personnel and nurses, 

10 
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This section is charged with the provision of relief 

supplSes and services to prevent starvation and unrest. It 

includes housing for refugees, displaced persons and others 

in need; resettlement programs come within their field of 

activity. 

IABOR 

The Labor Section is charged with making a study of 

labor conditions throughout Korea; become well-versed in the 

laws that exist pertaining to labor; and make studies on wages 

in various areas in relation to the retail price index. They 

also prepare studies for IlPqment of V?agee in KindIt. 

EDUCATION 

The educational prcgram covers plaming for educational 

work and institutions; allocation of emergency class-room 

buildinga; libraries; laboratories; exchange of persons for 

educational purposes; and preparation of plans for a nation- 

wide literacy campaign. 

CIVIL lXRX&iATION 

Civil Information is charged with an aggressive civil 

information program directed to the people of Korea on UNCACK 

1 available media., Also, Civil Inform- 

4 tion arranges for the distribution throughout Korea of items 

of a special nature relating to public health booklets, sani- 

tation folders and any other appropriate activity or subject. 

FINANCE 

The Finance Section is now primarily concerned with 

developing within the AOK Government a comprehensive budget; 

studying present taxation methods and preparing plans on 

taxation both in money and in kind; developing plans on 
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vested property, both public and private; studying the 

national budgetary and tax relationship with the provincial 

goverments ; and developing plans for effective controls in 

the financial field. 

AGRICULTURE AND FORESTRY 

Agriculture has as its purpose getting the maximum return 

out of the land so as to make Korea as self-supporting from 

the viewpoint of foodstuffs, as soon as possible,> 

The forests of Korea are being cut over about twiceas 

fast as they are being replaced by annual growth. Firewood 

is one of tb principal products for fuel, and efforts are 

being made to increase the production of peat and encourage 

its use throughout Korea. 
- -4 

our veterinary wxk is being directed toward assist&g 

the livestock population, prevention of disease among cows, 

swine, chickens, etc. We are also teaching improved methods 

of care; breeding, and feeding, to include sanitation and the 

basic prevention of animal diseases. 

NUMERCEAND 3J'DUSTRY 

This Section L engaged in surveying, studying and 

making reconrmendations for procurement for raw materials and 

equipment for textile plants, mines, fisheries, and other 

industrial facilities. Particular aphasia is being placed 

at this time on fisheries, power, coal mining, textiles, soap, 

cement, rubber, glass, brick, tile and coal briquette plants. 

TRANSPORTATION 

Presently, the major railroad systems are under the ' 

jurisdiction of the EQhth Amy. Several of the minor roads, 

however, are under the mntrol of the Korean National Railway. 

This section is also concerned with air transportation; 
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shipping; aids to navigation and training of seamen* 

This section is not yet operational. Plans call for 

assisting the rehabilitation of telegraph and telephone ser- 

vice, radio broadcasting, the postal service arxl other com- 

munication facilities. 

CHAEpT#2: 

A minute ago I mentioned that we had field teams bhrough- 

out Korea operating under the Operations Section. These teams 

average about 25 members. Each has a military comnander<and 

executive. The executive is either military or civilian. 

These teams usually consist of Public Health officers, Public 

Welfare officers, Sanitation Kn&ineers, Supply officer, eco- 

nomic specialists in Commerce and Industry - Agriculture - 

Practical Bon. -Municipal Planning - Msheries - Forestry - 

Civil Information and Education - Rablic Safety, together 

with the necessary administration and housekeeping and main- 

tenance personnel. 

CHART # 2: 

This chart shows the location of field organiz&ions 

of UXXCKthrou&out Korea. The Headquarters is in Pusan. 

We lx!.3 

7 Provincial Teams located at P~ovincLal Capitals 

1 City Team at Seoul 

1 Island Team at Koje Do 

3 Sub-Teams at Kangnung, Pusan, and Masan 

3 Truck Companies - one each at Pusan, Kunsan and Inchon 

3 Port Uaison groups - at Yosu, Kunsan, Inchon 

I would like to say in closing that UNCACK is available 

and we will be glad to assist you in any way we can. 

Arethere any questions, Sir? 
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REXARKS OF 
COLONEL HAROLD L. BAYS 
CBIlZF, CIVIL ASSfSTAKX SEWION 
H1, EUSAK 
9 APRZ 1952 

.- 

CIVIL ASSISThXCX IN KORk 

1. XAssion 

a. Prevent: 

(1) Interference with military oper,?tiLns. 

(2) Disease, starvation znd unrest. 

b. Provide: 

(1) Economic rlid 2nd technical advice. 

,---. 

(2) Industri‘al rehabilit.ltion, 

C. kkninistar occupied weds of North KLraa. 

2. Civil Assistance combines the functions of Civil :,ffairs, re- 

lief, 2nd ecsnomic zid. North of the 38th paxllal it includes 

the functions of Milit.>ry Govsrnmont. In South Korea it is not 

Xilitnry Government, 

3. General Organization: 

Division C'S - 5 officers, 10 E&I 

Corps CLS - 3 officers, 3 iU 

EXJSAK CAS - 23 officws, 16 EilI 

UNCMK - Approxiaatcly 538 personnel 

4. General Responsibilities 2nd Functions: 

, 

Divisions - contra1 of civilians, immunizing, has dispensary 

Corps - controls civilians, immunizes, has 40 hod hospital 

EUSAK - performs staff functions 

UNCACK - performs thi: bulk cf economic zid cvlrl technical 
advice functions, 
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5. Refuges status. Zefugces nri: rzstricted by l'refugee line" 

axcept for f,armers, who rnq r;1ove north to "farm line". 

6. Effect of 38th Pnrnllel. The 38th pX%llel is s politic71 

dividing line, 

7. Effect of present draft of ;Imisti.ce Agreement, Present 

drsft of Armistice Agreement provides for repatrztion of cil- 

vilians who previously lived south of demwkation line. This 

will introduce North Koreans 2s a UN responsibility. 
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G4, GHQ, UNC 

..9 April1952 

SUPPORT OF THE ROK ARMED R2RCES AND POWS 

**%-9*-Yc********* 

I want to emphasize befcre starting my remarks that 

my subject covers a broader field than that which you have 

just heard frcm the G3 representative. Please note that in 

his discussion, fi&gures and data pertained only to the ROK 

Army whereas I will 2eal with all ROK Armed Forces, Prisoners 

of War, and quasi-military forces in direct support of the 

UN effort. 

Xhen the Communists (Irove across the 38th Parallel in 

June 1950, the US wzs sul:pcrting a ROK Army of aizproximately 

65,000 inlividuals, Since that time lcCistica1 suppcrt has 

been expanded so that we now are at least partially suirport- 

inc some 800,000 individuals. This varies from complete 

lc&tical support inclu&q focd, clothing, and all imple- 

ments of war to the limited support furnished some groups 

such as only feed or clothing. I shall discuss later the 

approximate strengths of these E;roups and the suppcrt which 

we are furnishirq them at the present time. 

The DA supply supplement which is the basic lo&stic 

directive for the FEC directs as fcllcws: "The Army will 

assume responsibility for resupply support of all US forces 

in Korea and ROK Army on a non-reimbursable basis for all 

classes of sup$y except subsistence and those items peculiar 

to other departments. Replacement will be considered as an 

Army requirement." i',lsc; the supplement states and I qucte: 

Material required for the support of Kcrean Government 
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troops will be issued at'++ discretion of CIBCDl3 from 

stocks avaikible to FEC0M.n 

CIiQ3 has been given the general mission of develop 

ing and training BOK Armed Forces of sufficient size to per- 

mit the withdrawal within a reasonable time of all UN forces 

from.Korea. The Joint Chiefs of Staff have granted to 

CIBCFR the authority to activate units not larger than 

battalion size and to equip them from stocks available in 

the ZSC. Where FEC stocks are inadequate, shortages are 

to be reported to the DA for review to determine their 

availability in connection with other IX requirements, Due 

to limited stocks, particularly in major items, it is a 

general policy of this headquarters to delay suchgactiva- 

tions until such time as the DA has approved the T/o&E for 

units to be activated. Thus we are assured that critical 

items of major equipment which we issue to new units can be 

replaced from the P. In other words, although we are 

authorized to activate these units, the availability of 

equipment actually determines the extent to which we can 

expand the BOKIlrry. If equipment can be made available the 

units which G3 has listed in his planning data will be 

activated, equipped and trained. Logistical support would 

then be required for a ROK ArW force of 362,QOO. 

Logistical support furnished to the various groups on 

this Chart has varied from time to time in consonance with 

the ability of the Korean Republic to meet its obligations. 

Where they have been unable to furnish much needed foodstuffs 

or clothing the United States has moved in and supplied 

emergency items. When required we nave assumed full sup 

port to avoid breakdown or in some cases utter catastrophe. 

To list the support furnished to any group over an3 extended 

period ia impossible. Requirements have varied from day to day 
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from month to month. Pressure and advice from the United 

l 
i 
i 

States have caused the ROB; Government to resume or assume 

some obligations. At other times it was obvious that unless i 

i 

/-- 

the U. S. moved in end took over responsibility, certain 

groups would lose their efficiency or simply cease to exist6 
A. 

This has resulted in support as a matter of immediacy to avoid 

collapse. I describe this in explanation of the fact that the 

figures and amount of support furnished has been a constantly 

fluctuating variable, unpredictable and uncontrollable. 

SUPPORT OF ROK IRD. GROUPS \ 

1. ROKA 
\\ 

Cl I - U.S.; tins and lids for canning fish. Field 

Biscuits. Some fresh vegetables from Japan. Some Crick Rice - 

all other from Korea. 

Recent development of biscuit manufacturing facilities 

will permit ROK government to assume biscuit support. U. Sd 

is furnishing ingredients. 

Cl III (POL) - all from U. S. 

Cl v (Ammo) - u. s. - somo gronades from ROK Scrap. 

Class II & IV - Raw materials for clothing and for 

some equipment from U. S. 811 other items from U. S. 

2. KATUSA 

All support from U. S. - same as for U. S. personnel. 

3. ROKALF 

811 support from US - same as for U. S. personnel. 

4. Mar Be Nav 

All support from U. S, - same as for U. S. personnel. 

5. gNp 

Rifles, emmo, some unauthorized vehicles, POL for 

all. Those assignod to Corps end Division receive class X 

clothing and indigenous rations frgm U. S. sources. 
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K. S. C. 

Nl support from U. S. as military requirement. 

No arms are furnished but clothing, food, shelters, trucks, 

tools are all supplied by U: S, 

ROWS and Civ Internees 

Food from ROK until 8 Bug 51 then assumed, with only 

limited quantities (grain) from ROK, by U. S. 

Clothing from W. S. stocks. 

Recently we have recommended to the D/A full support 

to be assumed as a military requirement by the U. S. 

Ind. Labor 

Pay, food, clothing, shelter furnished in variable 

quantities based on location and circumstances. Rations fur- 

nished on reimbursable basis of 1,000 won per day per man. 

“Destitute” areas receive greater support than those located 

in urban rear areas. 

K. N. R. 

Variable support based on circumstances. Food pro- 

vided as incentive to retain employees on job. Two issues 

of clothing have been made. Support to this group to stop 

this month. 

Need for rail as a mode of travel and for movement 

of supplies hrs resulted in some unusual assistance to rail- 

roads and thoir personnel. Transportation problems are so 

acute in Korea that Eighth Army does everything feasible to 

insure that 

ef f icicncy. 

I 

all facilities operate at maximum possible 

realize these figures appear surprisingly large. 

It would seem that much of that which wo are doing could and 

should bo done by the Republic of Korea.. Howevor, if we 

remain cognizant of the fact that Korea is an extremely 

backward, bankrupt nation with limited loadership, it 

incomes evident that they just cannot meet certain requirements. 
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Until 25 June 1951 there waa ho c@htsiL ize@ control 

of labor in RUSAK headquarters. As a result there were 

somo four different categories of laborers employed 

side by side under diffcront conditions of workload, 

pay, and logistical support. TheEtivation of the 

Korean Service Corps for employment in US Corps areas 

did much to standardize labor policy throughout Korea. 

At that time en organized labor section operating under 

& EUSAK assumed responsibility for matters of policy, 

procedures, coordination, and supervision per td ning to 

indigenous labor. 

Korean Service Corps wasactivated on 14 Jul 51. 

Many of the current labor groups were incorporated into 

this Corps. The National Guard furnished the nucleus 

for cornland and contract. Advisors from KM@ were fur- 

nishedfor the purpose of givingaasistance and guidance 

in administrative and supply matters. The Korean Selr- 

vice Corps is authorized a strength of not to exceed 

75,000* The ROK &my is responsible for recruiting and 

delivering personnel to the EWE labor colZs*D%g 

point, Labor personnel are screened, eliminating 

undesirables and after processing through reception 

centers, are moved to Corps areas. The ROK Army is 

responsible for discipline of KSC personnel, carried 

out in accordsnce with disc%plinary proctsdures which 

govern all other ROKA units. Payment;t.s made from the 

UN won accounts in accordance with ROKA pay scales. 

Logistical support is a US military requirement. This 

is necessitated by the fact that ereas where US Corps 

aro operating are completely dovastated and offer little 

in the way of sholter, food or clothing for the Korean 

Service personnel. A country with low economic standards 

UNCLASSIFIED 



such as Korea just does not provide a&se itemsi These 

are all provided from US sources. Ordinarily, US food 

is unsatisfactory to these people and an indigenous 

ration is supplied in order to satisfy the labor group. 

As prices in Korea have increased by inflation and the 

cost of living went up over 2I$ in one year, wages 

have been adjusted to bo in closer relation to the cost 

of living. The matter of death . and'disability bene- 

fits to Korean nationals presents a problem which 

remains unsolved. Medical care which is charged to 

ROKA is inadequate and is supplemented by supply and 

by treatment from US sources. me many problems pre- 

sented by the operation of the Korean Service Corps 

caused tho RUSAK Labor Officer to make the following 

racommendat%ons: 

"In future nilitsr y operat ions in countries of the 

Orient, the Army Commander (should) establish an orgeni- 

zation to d eel with the indigenous governmont in order 

to solve the following questions: 

"(1) Will tho indigenous government undertake to 

supply and support labor, whether volunt,ery or other- 

wise? 

"(2) What is required., specifically, in the way 

of clothing, both summer axe!. winter? 

n (3 

bility? 

“(4) 

indigenous 

V5) 

What pay scale is necessary to continue 

standardst 

What -provision is made by the home govern- 

ment to provide death and disability benefits for 

indigenous nationals working for friendly forces? 
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plies, insofar as their employment of indigenous 

persons is involved? 

“(7) To what extent can the local government 

furnish the necessary professional medical care to 

its own nationals who may be working tir other 

countriestw 

Despite these troubles and problems, the wor.th 

of the Korean Service Corps was beet exemplified by 

the fact that once aregiment from the KSC had worked 

in support of a US Division, the supported unit 

insisted that this regiment was the one which they 

wanted to remain with them in future operation. 

They became attached to a unit and obJected to sub- 

s titutions of one KS0 regiment for another. The 

experience in Korea has demonstrated most forcefully 

that the key to efficient employment of indigenous 

labor lays in orgaaization. Ko other : means of trans- 

portation can accomplish the same mission. As KUSAK 

expressed it in November 51, “Militac y operations in 

Korea could not continue one day without the indigenous 

labor effort.” I 

UNCLASSIFIED 

7 



LOGISTICAL SUPPORT OF ROK 

IIXDIGEXOUS GROUPS 

~~~---------------,,,-, ‘8,200 

ROE--------------------- 5,400 

--------------------- 65,700 

KSC,-,---------,-----,-- 70,000 

ps OW - - - - - - - - - - - - - - _ - - - _ _ 132,300 

. 

CivInt------------------- 37,700 

Ind Lab - - - - - - - - - - - - - - - -__ _ 106,000 

Km - ---------------w--- 30,000 

TOTAL 800,000 
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MR. GoxilO~T os3oI?z 
Comptroller 
GEQ, mc/um 
9 April 1952 

ROX-UX A3iYIBISELA?I?'X ARRAYGE1%7TTS 

*a************ 

I am not going to make specific recommendations regarding 

the UX activities in Korea which should be formalized in the 

form of a formal agreement. What I intend to do is to suggest 

areas to be considered. 

I should like to use as a basis the United States-Japan 

Administrative Agreement for two reasons: First, it is a 

fairly comprehensive document, covering practically the entire 

field with, however, one important omission where our activities 

in Korea are concerned. The second reason is that US-Japan 

relations are carefully scrutinized and are. of vital importance 

throughout the Far Xast, particularly in Korea. I think it 

would be helpful to you gentlemen if you were to have Inzowlcdge 

of the US-Japan Administrative Agrcomont irrxpcctive of whether 

any part of it is used in your discussions in Eoroa. 

The basis of the US-Japan Agroomcnt is a security treaty 

between the United States of America and Japan, whereby the 

-. 
United States is committed to the security of Japan. Tho basis 

of our activities in Korea are the resolutions of the Security 

Council of the United States, The US-Japan Agrocmont was 

considorcd over a long period of time and was well thought out. 

Thorc has been time for dctailcd consideration to be given to 

all its ramifications by both sides. Even after signing the 

‘1 Agroomcnt a month ago, thcrc has beer time for detailed plan- 

ning in the implomcntation of this Agreement, and there are 

in fact eighteen committees working on various aspects-of it. 
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On the othcr hand, our activities in Korea were started 

under conditions of extreme emergency. There was no time for 

forethought or planning, and particularly importart, no one 

hew the scope or the duration of the activities. The people 

who follow can give more adequate details as to how we operate 

in Korea, end in many activities it will be necassary to 

consult people on the spot for the very reason that many of 

the arrangements have been made on the spot and are purely 

local arrangements with no formalization, 

Article I of the Administrative Agreement is a definition 

of the persons involved. Roughly, they ara the military, the 

civilian component, and dependents, In Korea, on the other 

-hand, it is entirely up to tho WC as to who shall enter Korea 

as a participant in the m action, As for the Korean Govern- 

ment, they appear only too hapm to see anyone come in who can 

help them, 

Under Article II we -have completed an understanding with 

Japan which will specifically designate facilities and areas 

for the use of the United States, These araas and facilities 

will be described and listed down to the last detail. On the 

other hand, in Korea, as a matter of military necessity we 

took and are using those areas end facilities that we need, 

In some instances local officials were consulted and facilities 

obtained through their good offices. Tl2.e only real complaint 

at this time is the fact that thare is a terrific shortage of 

schools in Korea, and they have asked us to help them alleviate 

the situation. 

In Article III of the US-Japan Administrative Agreement, 

Japan agrcos that we shall have all the rights, powers, and 

authority in the facilities end areas granted for our use as 
,, 
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are necessary to complete the mission, In Korea we have as sumed 

and exercised all the rights, powers and authority we have 

needed to accomplish our mission. In this connection it must t 

be remembered that the whole area of South Korea was at one 

time or another a front-line combat area. Martial law was 

the rule rather than the exception. 

Article IQ of the US-Japan Agreement provides that when 

the US returns facilities they have no obligation either to 

restore them to original condition or to reimburse the Japanese 

for damages. In Korea no commitment has been made and no 

mention has been made of the subject. As a matter of fact, a 

great deal of restoration 22as been accomplished by the UT as 

a matter of military necessity. 

Article Q of the US-Japan Agreement pertains to access of 

vessels and aircraft, The Japanese have granted free access 

for any open ports end free access of aircraft to all US 

airfields. In Korea, without any formal understanding, wa have 

unlimited and unquestioned access, and as a matter of note the 

LX controls all sea and air approaches, 

Article VI of the US-Japan Agreement concerns civil and 

military air traffic control, communications, navigation aids, 

etc. The Agreament provides for the joint US-Japan development 

of such controls and procedures. In Korea, it appears to be 

entirely a matter for the UX, with some local on-the-spot 

arrangements. 

Article QII of the Japan Agreement deals with public 

utilities. Japan has agreed to give us priority of use Cand 

the lowest government rates available, In Korea we have priority 

of use. However, a considerable =amount of the public utilities 
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port facilities. Still others are obtained under contract 

by the UET at commercial rates which, in many instances, are 

higher than rates charged to others. 

Article VIII concerns meteorological service, whareby 

Japan agrees to provide those meteorological servicas ordinarily 

=afforded by custom or international agreement,. Such spaciCal 

services as we require we have agreed to pay for. In Korea I 

doubt if Korean metaorological services are an important factor. 

Article IX of the Japan Agreement concerns the entry of 

personnel and identification. In Japan, f3r military personnel 

competent orders and prescribed identification suffice,. For 

the civilian component and dependents, passports and appropriate 

identification are needed. In Korea no mention is made of the 

subject and no questions raised. 

Article X of the Japan Agreement provides that military 

drive.33 s licenses nre acceptable. Official cars need. not carry 

Japanese plates, but will have distinct rmkings, and private 

vehicles will carry Japanese plates. In Korea nothing is said. 

All regulations are unilaterally IW imposed. 

Article XI of the Japan Agreement involves imports, and 

pravides generally that official and personal belongings may 

enter customs free, and the US has obligated itself to prevent 

abuses. In Korea no arr,angements have bean made with the Korean 

Government regarding imports. Everything comas in free from 

customs duties, and all controls are unilaterally UN imposed. 

- 

Article XII of the Japan Agreement involvas procurement. 

Roughly, the US is free to procure through any agency they 

desire. Major procurement which may adversely affect the 

economy will be coordinated with the Japanese. Japanese 



procurement ass 

US is exempted from certain identifiable taxes on official 

procurement. In Korea, with regard to procurement, there is 

no stipulation or restriction on where and how we mny procure. 

We do pay taxes, inasmuch 2s Korean contractors and suppliers 

arc not exempted from Korean taxes by virtue of doing business 

with the TBT, 

ilrticle XIII of the Japan Agreement provides for exemption 

from property taxes. In Korea we just 2.0 not pay property taxes, 

and as far as I know no one has asked us to. 

Article XIV of the Agreement is a special article defining 

the status of US contractors serving the armed forces. R~w%lY I 

they have the same status as the civilian component except that 

Japan exercises juris?iction, and one or two minor matters. In 

Korea we have brought in US contractors as part of the UN 

Con?and with no questions asked. 

, 

Article Xv of the idministrative Agreement considers non- 

ELpiXopriated funds. Roughly, they have complete freedom from 

regulation, customs duties and sales taxes, except that they 

care obligate6 to pay taxes on local purchases. In Korea no 

agreanent or underst,anding has been formalized, aEd FXs are 

com$etely free from Korean control over taxes, regulations, etc. 

Article XVI of the Agreement with Japan provides that we 

will obey the laws of the country and will refrain from po- 

litical activity, In Korea we are not bound by the laws of I, 

Korea, althaugh we of course refrain from political activity. 

Article XVII of the Japan Agreement involves jurisdiction. 

In Japan, until the WI'0 Agreement comes into farce for the US, 

or one year has elapsed, the US has jurisdiation over US personnel. 
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yapan may arrest 

but must turn them over to US authorities. The US can eirres% 

Japanese inside IIS areas, but must turn them over to Japanese 

authorities. III Korea, by agreement with President Rhee, the 

Korean Government has no jurisdiction over UN personnel, Within 

the UN Command any UN hW can arrest TJN personnel of any nation, 

However, they must be turned over to their own authorities for 

trial. The only exception to this is that Korean MJ?s may not 

arrest other UN personnel. This was occasioned by the infil- 

trationactivities of the North Koreans and the difficulties 

of identification. 

Article XVIII of the Agreement concerns claims. Roughly, 

there are three types of ‘claims and methods for handling them* 

_ Ve have a nknock for knock" arrangement when the danmges are 

caused by official acts on both sides against official persons 

or property on both sides. In the case of an official act on 

the US side where a third party is damaged, it is handled under 

the NATO formula. Japan adjudicates and settles the claim and 

forwards a statement to the Us for partial reimbursement, The 

percentage to be reimbursed by the U!3 has not yet been deter- 

mined. Yn claw arising out of non-official acts the individual 

is subject to Japanese civil jurisdiction. However, a provision 

is made for ex gratia payment by the United States. In Korea 

no mention has been made of the entire field of claims with the 

possible exception of procurement claims. 

Article XIX of the Japan agreement involves foreign exchange 

controls. Roughly, in Japan US personnel are subject to yapanese 

foreign exchange controls except that they can deal among them- 

selves in foreign exchange and can remit in or out official funds, 

pay earned, and funds received from abroad., ti Korea nothing has 

been agreed upon or discussed with the Korean Government regard- 

ing the application of Korean foreign exchange controls to UN 

personnel. All control is unilaterally applied by the UNC= 
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military payment certificates and military facility banks. 

Military payment certificate3 may be used by persons authorized 

to do so by the United States. An important provision is made 

that Japan will exercise control over her nationals not author- 

ized to do so by the United States* An impartant provision is 

made that Japan will exercise control over her nationals not 

authorized to use military payment certificates when'engaged 

in illegal transactions+ Japan permits us to use military 

facility banks, which are in all cases 26 bank, within our 

facilities and areas- In Korea all UNpersonnel may use MWs 

except Boreans. Korea has agreed that the US is not obligated 

to redeemlWCs when presented by any Korean, whether official 

or provate. The British use their own scrip. It is not illegal 

undCa Korean law for Koreans to possess and use 1LR.k. The Korean 

Government does not enforce regulations regarding MPCs and the 

Korean press has expressed itself as deeply resentful of acti- . 
vi-ties of US 18% in attempting to impose our military currency 

regulations on Korean people. 

Article XXI covers Military Post Offices. The Japanese 

agree to permit us to use Military Post Offices. Xi2 Korea me 

use Military Post Offices with no agreement or understanding 

reached. 

In Article XXII Japan permits us to enroll and train re- 

serves l In Korea the subject is not mentioned. 

In Article XXIII Japan and the US agree to cooperate and 

secure legislation regarding the security of US property and 

information. It is of interest that the current threat of 

strikes in Japan is in protest cgainst'proposed Diet legis- 

lation in regard to any anti-subversive bill. In Korea no 

reference is made to the subject except that on occasion Koreans 

have requested that they be permitted to screen our Korean em- 

ployees for subversive influence. Cn some occasions me have 

done sor 
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tilities, actual or imminently threatened, and merely states 

that in such event Japan ,and the US will consult together. 

In Korea, of course, we actually have hostilities and all 

ii:ore,an military forces have been placed unrter the UT Command. 

We also have in effect IWAG arrangements which were formalized 

long before the beginning of the present war. 

Article XXV of the Japan Agreement pert&ins to expenses 

and provides roughly that the US will pay all local expenses 

incurred in Japan with the exception that (a) areas ant! 

facilities ‘and jointly user? facilities will be procured by 

Japan cand furnished to the US at no cost;, <and (a) Japan 

agrees to supply the equivalent of $155 million in yen on an 

,annu,al basis, to be used by the "US forces to meet local 

reauirements, ?&.ile there has been the suggestion and impli- 

cation of a parity basis for meeting these costs, as a matter 

of fact, the US will probably pay more than 50$ with US ap- 

propriated funds, In Korea we have the currency agreement, 

wtiereby Korea agrees to supply all won required by the United 

Nations Commend. lfo charges have bean raisec?for the use of 

areas end facilities. We do pey for a considerable nun&or of 

items , primarily labor, commodities an~ some textiles. This 

subject lq.ill 'oe fiiscussed in greater detail in a later meetin& 

Article XXVI of the Japan Agreement provides for a Joint 

Committee to work out problems of implementation, There is no 

connittee, as such, in Yorea. However, other channels of 

liaison are in effect, 

The rgmaining articles pertain to the effective &ate of 

the Agreement, seeking legislation on both sides to implement 

it, the revisions of the Agreement, and its termination. It 

UNdASSlFlED 
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should be noted there is no ment!i!on of economic aid, no 

supervision of Japanese activities, no provision for advice 

or direction. In other words, there is no civil ,&fairs or 

military government type activity embodied in this Agreement. 

In Korea, on the other hand, there is the whole field of 

economic aid, advice, supervision in all sorts of fields. 

There Lqe problems of caring for whole sections of populations, 

refugees, etc. As you know, we have as yet been unable to 

formalize such activities in a single over-all agreement. 

IGny on-t!lc-spot arrangements have besn worked out primarily 

throu& the agencies of TCACi<. These arrpngements, consuk- 

mated by LTQCK and other elements of Eighth Army, while not 

formal would not adequately be described as informal, and 

for lack of a better term, I should say they were semi- 

formal, They are import,ant because they form the sole basis 

for carrying out the m~anifold relief, economic aid, and civil 

affairs activities which have been assigned to the United 

17atiocs Command. 

I <am not recommending that practices and procedures which 

have been developed or whicli L have grown up should in all cases 

be formalized, or that they should be discussed with acr idea 

of formalization, Certainly I do not consider it advisable 

to attempt to apply the LX-Japan Agreement in toto to the 

Korean situation. : 
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Prepare& by: ALPPLD C OPiLJiZR 
Le@ kdvlscr 
Goverrment Division 
G-5 (Clvll Aff'tLirs) 
GHQ , FEC /Ub?C 
9 April 1952 

ROEi: CONSTITTJTIG3 AND GOVLRXKEXT 

* * * * * *******c* 

I. 1iISTORICAL EACKGROUND: 

Three nations were donlnant XI mdc:rn li;hiiZtic his- 

tory as cr,;ipetitors fnr Le c-2,ntrol cf Korea: C~XX, Russia, 

and Jajjail. Chnz, Is& exerclsfd 2 stronc ;30lltlCc',l Cilcl CUltUid 

influence logon Korea, 

By 1899, f7ilowln~ the Slno-J~pa2eso Uar, CLha wtis- -.-_ _ 

SUbSf3qUeiLtly, Russia SUC;C~C&~- In c ~iiS.>ii~~~.t11;, &r ~CO~OLiiC 

position in the peuux3vla. Her efflrts to weaken the grswlng 

Japanese grip led to tlie Russo-Jap~~s2 War ani. Russia's defeat. 

Tha TreLtzT <)f Porthx?ut& (1905) gcvy Jai2Z-n 3 free hdil in I~i;ea. 

Vlti: t&3 acquiesceace of Efiglzr:i~. ELilC the UirItai:. St.kes, SAC 

asSme6 a 2Jmtectoratc ;7v6r Korea ar_d Withri five JEGrS ha2, in 

spite of the bitter opGosit;on G?f t;:e lioyea.11 +c:_>ie, obtamed 

pliticol cdntr01 which cul;..inr,tecL in the f,~ri,:ai annexation and 

integration m Le Japmese El.Qire with t>e eni; of tht; KO~~EXI 

dyrasty m 1910. The Japanese mied wit:: their usu~~l col:‘i>ial 

efficiepcy, ex210itauion, an<. st r:.lng galice str.te I.;etilods. H>w- 

ever, they were clever able to Wlli tLe ,;co,ile aver. Independence 

rXnh5Lients did ilOt cease t:-' exist hrlng t,;e 35 yeax of 

Japanese doi.;lllatir?il. 

During World War II, so~erm >le?.ges were m2e by the 

United States, tLe United Xingd;il.:, t;ie Snvlet UiiiOiT, ZilC: CZina. 

that Korea wo;;l& In he c~~urse 'oec.lr.ie free a,lL mde>enc?ent, The 

Cairo ;?roi:ise of i943 was c:nflrrioci_ in the Pots&m Declarnt lcil. 

After the surrender of Ja2an, tlie *)63iiiSUlC was dlvlde6 into I 

Northern and a Southern zone, The 38th parallel, fixed icitially 
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for purely mlltary purposes, sssur.!ed fateful slgniflcnuce ln 

sepzratlng tile two iJarts of the CoUIltrY ~J.LltlCdly ad adidr-i- 

stratlvely 2nd ,)lcclng tiie1.i undGr ii;lltnry dCCULJEltlOn of two 

differeEt nations allled At first to each other, out subsequen- 

tly developing LUtU~l hsr;illty of 3. gigantic scope, 

To prc:r,-c;,t t& 35tli ptirdlel frm ~Lecoi.ag a11 iLip@s- 

scble bcrrler to he unlficatlm If Korea, tLe Four Big Powers 

crincmdi-.d tic Aci*eol.lent m ~\IOSCJW DvceLhr i945, in whci; a 

trustmALi,! of i&se p;wera wiLS v~sU~llZei-. It als., ~JrWitiu(;L 

for a Jvmt Ar.:ericcn-Sovat C:)LLlssi'm ta cr,ssist m t,:e fcirm- 

tion of fL ~~~JrGVlsi.~~ml &)rbal'l h.:ocr&tic gdVel?rILltiilt tkib@i 

C~~DX3Liltt~ti:Xl With "I:0 ru.x dedx rttic ;jZrties ad s9clai organi- 

zatioks.r' The Co:alssion ,..et m Se:iui in Marcia 1946 and, after 

a ;lla.:bcr .,f sessi:tns , czdjL:u.rned in May witl;,-mt ;mving resched 

any c~ncluslon. The c aferancas were tzken :'-I, zftcr ,zn ex- 

change of co,aunicntians betweLl Secretary of State Piz<,.rsimll 

ani. soreign Minister holotov, but broke chwn :+&a m suL&Ier 

1947. Tile Lam ra.*son f,;r t,lt: faliuri- a>f the J3iut Col.d,ission 

WCs its ini;bility 67 rf2.c.~ Lzn uge;l;elit ,711 t& QL'.t3StlOC as to 

tLe Koran c..nsultees t<, 'se selected. After c ,Jr3$~~sal of 

the United States G:lvirrae;,t far a Confero:_ce :)f tile F<~u 

Powers ~4 bbaii rtiject,i: by Lie U‘SdR, tAe United States 

brou.gLt the i.intttir up at the General kssel;;bly of the United 

Ihtl~~ns wtilch L.fter cLrt;ful cmsl&,mt1m of tile wL>le probleLi 

rtisolved to estz.biis;l a rime-ati:?n UH Te!.gora;- Coaassion 

on Loma t.7 be drtise,Lt ir, Iic)ren and to observe t&t the Xorban 

regesentatlves X-2 sL3h.L -DC; c.lmult& were m feet freely 

elected by L.e Ihrerm i)eo;Jie, t,k;X bli;ctis-.ns sh3uLd hi; held 

ht later tUn LrcL 31, 1948, czni: tLclt tile bT~.tl jliC1 Govcrluient 

once estEbii&led take nvur fr:.. tire.: occupying powers. A pro- 

pnsal of tile U.A% tht tile occu,Jyixlg ArLAes be wlthirttwn and 

tile Ihrt;ms allowe& t3 esW.bAisL a natmnnl govorment without 

UNCLASSIFIED 
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outside assistance was rejected. 'P;ie Co~ission arrived in 

Seoul in January, 19486 When it sent a c:-~Lti.Iu~ict:tim to t& 

Soviet mmander of the BortLern z,biie, Le ri;fuscd to accept it 

and tLe Commission was not -,iemitted t:) function there. FiACC-d 

with Lis situation, the Comissi~~n c:.nsuited the UW Interm 

Comittee and WCS advisEid ti) irlplenent tLe UX Asseubly's 

p r.-lgraL. in Lost parts of Icoma which were cccessible t.1 it, 

Thus, elections to a K.tiomi As;ez.bly were prepared in South 

lhrea b-7 t;le US Coi.mndor, Lt. Gen. Hndge, uudar obsozvation " 

Of the m TE!;.QOrt.~ Col.Li.ssi~)n. They took $ace on 10 May 

1948 w;tL ap?rox1m. tely 75 percent of all eligible voters 

participating. T;ie CoI.,l.,iss1 'n .i;ea~i t;ze views of re>reseata- 

tive Kore::ns and ;.a& a nym.ber :f rec31... e11CLti.iitS f97 ensurirg 

an atrmspbere of freGd:jL m tLe Glections. filt~ough criticf-1 

of the conduct 3f the u~.ti~inni -olice zud tile bellicose and 

intrilerant y0utli or~amz;tions, the C53m.~ission finally sd,\pted 

a rosolu.ti,:n to tLe effect t;:&t )'a re;monabie degree \!I^ free 

ztmsp&re wherein the derlocratic rights of freedL of speocL, 

press, zr:d asselibly were recognized and rospectedtl had existed 

during the elections and L.. ‘-t the results of tile elections were 

"a valid eqression of t;:s free will iif the electorate in those 

parts of Korea w;;ich were accessible to t:le Co;,r.:issicm.N 

Ttie elected reprtsentativts convened m 31 May and 

elected as chainlan Dr. Syngzan Rhee, recognized as t;le 

rallying force m the inde~enionce r.dV~lZXlt aL;d as forceful 

eneqy of C~L~IIGSLI. T& Assetibly ;jrocaeded to estL:blisl'l rules 

of procedure and to organize Cozaittses. Its i.tiin initial 

tiask was the drc..fting and discussion of a Constitution for the 

Republic :!f Korea, which was adqted with aJazi;x Laste on 12 

July and prormigated on 17 July, 

It should be nc>tod tLat seats proportionate in mm- 

ber to the population had been left vacant in the AsseLlbly for 

t;le later p;rticisation of t;-le people of the Northern Zone. 

3 
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Hovwer, at aLcst the EXXie tme another governi..ent wks cm-.ted 

under Russisn sponsorship in North Korea. Both goverrxants 

ClalU?d jurisdlctlon over the wiloie country. 

II. THS COl5STITUTION OF T&E ROK: -- 

Tile predo;lln;:ilt fcj,;ture tif the Constitution is tie 

strong ;sositlon .)f tde executive brALnCL Of tke ,OVarILleat 

head& bJ the President of the Republic. Wltiz rec;urd to govt;rn- 

nental structure, the Constituti,U foilows tlie Ahrican Presi- 

dbnticl SysteLi. To be sum, t,le PrasiGent is alected by the 

legisl;ture, t;le K:t-,15)~~1 Assmbly, far four y63rs, but neither 

he nor iils Mmisters need the c~~nfld~nce )f the AsseILbly ZAG 

r.iuSt resign in cxie of a ~lOil-Ci~llr‘id6I~CG mte, The President . 

must not mcessarily be a,~le~~b~r of the As;el.ibly, On tile 0tLer 

iand, different froL1 t,-e xw Jzpxese Coustitutlon ELI& Englisil 

txditlon, the Presidtnt ;as no power to dissolve t:ie AsseLibly 

which is also electGd for a terLi of four years, TiLE: VlCe 

President, vho acts f%Jr the Prtis1dei.t if the latter 1s undble 

to perfam his duty anic t> W&LI :)t;ler resp~nslbi~ities of il.? 

ynrt&nce are assiGned, is also elected by t,,e AssaLioly and his 

text of ,)ffice beghis and ends slLluitanemsly wztl; tLnt of iLie 

President. However, qxxt fr%>i: tile Prll.ie Mmister WLJU tl;e 

PresidiE;iit c,.n EL~pCllilt JZUY WltL iile consent of the AsseLibly, b 

he iiay chose his kmistc;rs at .hs frtic will and iay disi.,iss 

all cJf tr&G inciudiiig .t;-,.i: Prii.i6 Minister.. The latter is L.orely 

are .+niy assistants t;i trio chef executlvGI Tke state COUX~~ . 

acting as c. cl,llegr=te b,Tdy, LS cxyos&nf the President,- the 

Pririe Minister, and the otht;L MinlstL-rs a,L s&i1 decide by 

in tile SCOiJe ')f the presidential powers. HIc)wever, lil the iig:,t 

of t:1e Gower :)f tk? President to reh3vG LlS kiiilsters, the 



possibility of i-As being overruled in the Council is i,erely 

theoretical. 

T:le PrG;si&nt hzs the usual exbcutlve powers, W 

Commander-in-chief of tile ArLy, with regard to di$omtic re- 

lations, appL)intUeut a& re..ov+l 2f government officirls, 

granting I,f amesty and ~itrdm, and besttlwuii ..3f i;ec~)ratl~~nS 

and kOi;OTS. Be also 123~ veto legislati:jr& RowevL;r, llis ti<);st 

far-rc;~~&lng ani: psSibly L..ist d;-igerc..us $rerogatlVe 15 t;ie 

authority to issue _i.iergtiilCy Lcreos if tLere 1s n; sufficient 

tit;e f:!r c,jnvokirig the 1egisLture. He i.lay d!i so %Aen in 

the of civil war, \rr In 2 Gmgorc~us SltUGtl!iIi crlSiiLg froi, 

foreign reltitims, !lr in case of a natural calcLl.Aty, 3r on ac- 

count ,if a grave econ.~rlic .!r financial crisis it is necessary 

to take ur&ent measures f-)r tile i.aiutenance r;f ;mbiic -order and 

security." The orders .)r dlS~~OsitlJIls ,lf tLe Presidelit under 

this autkority tust be reported witZdut delay to tile AsseLlbly 2nd 

lose tiieir effect if t& Asseliblyls e!)nfinldti,:)n ~XLS not been 

obtained,. TLis itL:ergency power oninously recalls tile mtori!ms 

Article &3 of t;ie Germn Cmlstitutisn in tLe UeiLar Reimblic, 

whc11 w‘2.s abused by- Hitler to by-pass tile ReicLsta& and esta-- 

blisll 3s dictat:,rsLip. Still, it mst be a&.Att& tlut in tile 

situation of CJiltlllU us threat frm mteriiational as well as 

of the executive was iieoclecl. In aiLciitiou, the President Lay 

proclaim., a state of siege, 

TLo iei;lslature is unicsl.leral;‘ T,ie National Asse~lbly 

is elected by universal, direct, equal and secret votes of t;ie 

people. It c !nvenes eacI: year f'r the regular sossi2n. In 

aill'_itioa, tlie Speaker s;lali sVi.U:~il a special session u?'!n re- 

quest of the President 4r of n\;t 16~~ tAmi .)ne f,ju&h O$ tile 

uer;bers. The HsseLlbiy Las the n&t tj c.!nsent t%> treaties 

and to declarations of war sgamst a f:Ireign state." The PriL!e 

Minister, Lilnisters znd tiitilr representatives, Lli2y iJtteilCl the 



neetings of the Assembly, state thlr opiniou, and answer 

questions. T;?ey nest do so if required by tile /Lsseubly, The 

neubers enjoy imunity ant cm be expelled only wltk tie concur- 

rence of two thirds c7f tile L!eLibers durly quaiifiecl and seated. 

Qualified Lmjority is also required for tl:e iL:peactient of the 

President, the Vice President, muisters, jui&es and otker 

public officials detezzincd by law. However, the Iudeachnent 

Court which IS to render the CLecisicm is presi&od over by the 

Vice PresiGnt and c-;r~p'osd of five justices of the Suprene 

Court and five I;lenbt;rs of t;le Asser:bly as associate judges. 

As to legislation, bills iBy be intr;lduced by the 

neiinbers of the Assembly or Le i;c:vermentr Xh3i enacted, the 

law shall be prouulG.teil by tL:e PrssiSLent. Ile has the right to 

veto it, but LELY be overruled provided t&t tZe XsseLlbly confirns 

t:le bill on rocmsideratitn by two t;ilrcis of the Uelio;rs present 

whose nmber mst be ;It lesst two tkircs nf t;ie elected nel&ibers. 

The Constitution is mt tclo explicit ;Lb.mt tile third 

brmcL of the govemuent, the judiciary, It tierely states 

tL%t t;ie judicial power shall be vested 10 the cmrts cL~ti~msecl 

of j-es r;nL: refers to 13 I,Jk?l.lenti.lig legislatiSm regzding the 

orga.ilis&ti~,n 9f tke Z3a;JreI.X Court and the lower courts as well 

as the qualific-tlon nf the ju&ges. The Chief Justice shall 

be appomted by tke Presicient wzth the ciiment of the National 

AsseLtbly. The tenure of tile j&ges is ten years, but they nay 

be re-appointed, T!lelr m&epenc?ence is e@asizeil and their 

status guaranteed, The rule-i&zing power 3f tile Supreme Court 

is very liLlltt;d. Most m$ortant of all, the c,:urts Lave power 

of judicial review .jrily mtr 2dmiiistrative orders, regulations, 

and dispssitions, but not ovir legislation. Detemination on 

the constitutinn&lity .:f fl statute is vested in a special Con- 

stitution Committee consistiklg :>f tLe Vice President as chair; 

mn, five ilenbors of tie Supretie Court, and five iienbers of 

the Nationai Assembly. A decision holding a law uncmstitutional 
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requires a two third mj,>rlty, It can easily bo sem that 

Lls a2YUi~uUeut will ~ltik~ the invelidatim of a iaw on c n- 

stitutional grounds an exceptianal event. 

The two Articles dealing with iocal autonou:~us or- 

ganizations do not guarantee any true local autonmy and do 

uot :..ake election mndatory, but ref<.r to subsequent legis- 

lation on the subject. A Locell Autonmy Law WAS promlgated 

on4Julylp@. As yet, no election ILLS been held under it, 

largely due to tLe present war. The law falls short of plnc- 

ing full self-goverment in the hands of tLe people, Provincial 

governors zzd the myor ;Jf Seoul will continue to be appointed. 

Electims under the Law have been anmunced for 25 April for 

cities, towns, and townshii.m, while elections for provincial 

assmblies are planned after the establisS:,ent of the autono- 

BOUS organizations m the lower levels. 'Vhether and to wimt 

extent these elections will be the stepping st.me to the de- 

velopnent of a denocr2tic self-g.verment in the 13cal enti- 

ties retina t:> be seen. 

Followixlg the exam$e -f all nodtim Cmstitut ions, 

the JXX instment includes a Bill of Bights, The usual funda- 

nental 1mmi-m rights are listed, such as ::qu&lity before the 

law, free&m of religion ant; conscience, and certain ssfe6mrLs 

in crminal procedure. However, mst of these gumantees are 

seriously weakened, if nat emsculated, by tLe mdifying phrase 

"within the liL;its of the law'*, siuilar in t&t respect to the 

guarantees ?f civil ilborties in the Japanese Meiji Constitu- 

tion, Consequently, any .)f tilei: can be abridged by legislation 

so that the protectlon 1s granted only fro].! a&,inistrative 

encroac&ent. TLis is prrticulnrly true of the freedoLl of 

speech, press, asse~ibly and associcti~m as well cas of the 

-. right of labor to collective bargaining and collective action. 

In the crizinal process certain sL:feg=rds considered essential 

to a humnized law enforcduent systeri are absent, for instance, 

w 
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, prohibition of, torture, wAch would have been~particukmly 

necessery in Korea, exclusion %f confessions as evidence if 

/-. they arc the mly proof of guilt, and a provision that nobody / 

/ 
can be compelled to incrtiinate hiLiself, 

Binally, a Chapter 331 *Bonoi;iyn is 3f +rticular 

4 
interest tiecause it envisages a considerable extent of Stat8 

socinlisn or static. nines and other important mneral re- 

sources, water gower eml hatural powers which ray be utilized 

8cono~lcall.y shall be owned by the State, which &ht for a 

lmited period grant 1lc~Ases to private persons. l?urthemore, 

to Lleet urgent necessities :lf national life, private enterprises 

shall be transferred to state or >ublrc ownership, or their 

Umagexmt s&i1 be placed uuder cc&r31 ar su&ervision of the 

state c>r juridical persons of ;3ublic law. 

In cmnection with the Constitution, a Govarment 

Organiaatim law was enacted which established the necessary 

a&.mistrative agencies including de~rtlwnts or tinistries, 

boards, office8 i&XX% COUiIitteeS. dh8r8 are ct pr8S8Ilt thirteen 

degartmnts, WithUt th8 Prim E3iniSt8r'S Office, In addition, 

certain agencies are m&r his jurisdiction, I may mntion 

the Office of General iiiluinistration in charge of problens of 

atimistrative organization, tL8 Oifice of Public Infomation 

in charge of proclmation of laws and ~rdmances, publ&c in- 

fo mat ion, propaganda , statistics, printing, and copyrights, 

the Office of Legislatic~n in charge :>f drafting and analjtsing 

proposed bills and cjrdirancts, th8 Planmlg Office, in charge 

of over-all plannmg on fiuancral md ec~xu!ic affairs, in- 

dustry, raw mteriais, price of cotiodities, preparation of 

the budget, and also civil assistance requirements, Office of l 

Swply, in charge of receiving, wareh-using, and distributing ' 

CRIK -suppliers, and the Office of Property Custody which plays 

a SignifiCclut roll in connection with the foruer Japanese vested 
. 

property. !Fhere are'finally he Civil @emrice Gomission, the 



Inspection Colxissim, and the Board of Audit, directly under 

the jurisdiction of the Preside&. 

III-. RRclm! DRmm s T : t 

SUMX the Constitutmn provzded tLat the Ratimal 

BaserMy, which enacted it, sh-mid csntinue ~8 legislature 

for two years, the new elections took Jaco on 30 May 1950',, 

Presidtnt Rheufs supporters wm oniy a mnority 3f the 88QtS. 

The new AsseLiLiy Liet fm the first tiue on 19 June 1930. As 

a result of tke invasitjn, it was fcjrccd to tlOve frm Seoul to 

other locations, returned in October 1950, but had to leave 

a&n. Tile Asaer;lbly now cmtlnues to Lleet in Pusa% It8 

.f-~ legislative activity AGS been lni;enslve, Suty bills ~81x3 en- 

\ 
acted into law, ten Prr;;sldential e..mgency dwzrees c\mflrued, 

Etnd over 100 rtm4utions adqted, The laws enacted relate 

manly to t&atiOu, the financig of war expenditure, and se- 

;- 

curity mtters. An Admnistratfve Litigation Law >rovidir?g 

judicial ,Jrocedure for tire challenge of admni8trative acts 

is wart* of special uention. 

Recently, a controversy arose as the President 

favors two cmstitutlonal amntients to which th8 Asselribly is 

bitterly ogposed: First, he wants direct elections by the 

people for the office of President, instead of the elections 

by the Aeseubly, and sectnd, he desire8 to replace the ti- 

camral by Q bicmeral systeLl of legislature. Dissatisfied 

with the attitude ,lf sme of the ml,>ns, Rhee went 80 far as 

to threaten their r;jcall, WhiCil mdicatesltc say tile least, 

a cheerful disregard of the Constitution. Ro such right of 

expulsion or recall exists outside the AsaeLlbJy itself. 

Certain efforts of tie Asselibly to exercise psrlimJentzry 

control over the policies and ections 3f the executive have 

been noted in a Report of UNCURK, dated 5 September 1951. 

According; to this Report, the Assembly during 1951 coqleted 

an extensive investigattlon into th8 functiming of t?,=e n&b- 

tional administratlvo structure, watciied carefully to see 



that th8 emrgency powers be not abused by the President, 

brought abol?.t the lifting of ~~zrtial law in L.ost of the ter- 

ritory, and insisted th&t the right of tiilitary courts to try 
.r--. 

/ 

IV. 

civiliaus be lmited. 

A genuine systeil of polititil gartiee has not yet 

developed. TLere are at present five registered Partles, all 

of which have a nationalist approach a& are a&~ossd to COLA- 

LlUlliSKl. OtLerwise, their respective ai1.43 and yslicies are not 

well defined and distulctmns are ncit ecsily discernible in 

th8$r $atf~~rL@. There are also npatrfOtic O~&XliZi.tiOZlS* 

which, although not officially .affiI.lated with politiccal parties, 

exert conszdersble politiccal influence. The uoat important 

are the Great Korea Y.mth Corps and the NL:tional Society, which . 
enjoy Goverment bc*cking, The Vbm LillitaIIt Youth Organisations 

appsrently serve as a kmd of protective guard for the Govern- 

mnt and occasiwxaily use senl-terroristic mthods of control- 

ling and inti~.!idating the people. Leftist and Commnist 

grmps are working underground and as guerrilla fighters. 

I $V&UibTXO~% 

The Constitution and the Qovement of the RUK bear 

the urpremion of the pemmnukty of S$wp~l Thee, who WAS 

elected its first President, While the Cmstitutzon is based 
;A, 

on Western principles, it Ime serious weaknesses according to 

our own demcratic stanLm3.s. The power of the Ohief Execu- 

tive apjjears too excessive. funtintal h- rights are not 

/--. 

fully protected, tLere is m adeqmto judicial review of . 

legirlatlnn, and local aut:mor;ly is not sufficiently &wmnteed, 

As the sltustlm is at present, t& constitutional principles 

have nclt yet been izpleuented in the whole Lady of the law and 

are not mch nom than hi&-rounding stcstirde -for the guidance 

of the legislature* ‘Ehe trerapdous difference fron Japan is 

evident. The lawr of both countries were identical in 196. 

The codification, dating b&k to the Meiji Restoration, 



included the Civil, Comerc/al and Criainal Codes, Procedural 

Codes, and Court Organieation Law, aJ.1 of theu following the 

- . 
Germn and French L,odels of tim later part of the nrneteenth 

century and, looking at it from the continental point of view 

of t&t period, fairly advmced. However, thy have n;zny 

elements irreconcilable with the Atzerican-influenced wodsrn 

Constitutions of both Korea and Japan; While in Japan a 

sweeping refmm of these Codes has been Grried out to i~ple- 

nent the Constitution and fill it with life and blood, no such 

fundmental changes have been m&e in Korea where, generally 

sperrking, the legal systeu reuained in tile sme m..ditlon as 

we found the Jqanese legal systeu when the Occupation began, 

More fqortant than the written Constitution and laws, 

however, cre the spirit and method :>f their applicctmn, which 

depend on the attitude of the rulers. The BOK has been called 

a totalitarian state, a dictatorship, and a police state. 

There is soue justification for @,I.1 theue epithets, but based 

as they are on Western tzmcepta, they are inappropriate to Korea. 

The central figure in her goverment is Dr:.gflyrszn B&e, He 

spent sme 40 years in exile, u~stly rn Lie United States, where 

he devoted hmself unceasingly to t;ie cause of Koreen indepen- 

dence. To the Korean pm;'le he is a legendary syl;ioi)I of their 

independence ‘and he enjoys the c;snfidence of the overwheluing 

mjority a~~?ng theta, However, he is mw a run of 77 yea%, who 

at tines tahctws his .2ge in periods of soniLity and of erlotio,nal 

outburst’, He 1s an axtrcne auth9ritarian cm3 ~tl.~rdlSt Who 

rules the executive branch <If the gnverment with an iron hand 

and resents any effort on t;:o ;Jcrt of foreiaers to influence 

his goverment. This attitude originates AIL his national pride 

and the sensitivity :lf a long suppressed natio& In our con- 

<- tacts with zest Koreans, we fmd these traits being a continums 

handicap. It 1~s been uentimed, ,-m the other h;tnd, that Rhee 

dnes ntt c,mtml the present legislature. Still, tile tension 

between the twr) branches of t;le govdrment is n,t so IX&A based 
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on differences in princisiea, but caused by personal intrigues 
1 

and rivalries of mbitlous politicians. 

The Korean police having learned all the vices ,?f tha 

Japanese police while lccking their virtuoa# are arbitrary and 

brutal as well as corrupt. The use of third degree klathods 

and iengthy detentions are a well known con'&mitazA of their 

investigating Llethods* The police is also used for political 

purposes. 

Corruptinn is, however, rmt lmitad to tne police 

but extends to other officials of the goverment, whetiler high 

or low ranking. This chcracteristic has a long history 1.n a 

country where psoiitics want advancing oneIs own interest, 

Since the volme f?f supplies and fund under the control of the 

goveLent is great&r Can ever dreamed, the opportunities for 

private enrichlent are correspondingly.increasad. 

Another indisputable fact is t&t the Korean Govern- 

nent is inefficient. There ore o, nmber of reasms f?-tr this f 
sitwatim. PerhapS udst iq)OrhI.nt iS th8 iIlflWrXe Of JapanaSa 

policy. Korea becarm a Jaimnese color$ in 1910 and remined 

a colony for 35 years. In that psri;>d K;Jreans wore systemti- 

tally excludei; from ~~ositians of resi~onsibility, either public 

or private. The few who did achieve a degree of etlinence were 

all stiptized as Japanese ;xqpets and were ostracized by tl;e 

Koreans after the libtmtion in 1945. Following the libera.- 

tion,.the Gwernnent fell fnta the handa of Q grow of 

politic& exiles, one of whsu is now Prosldcnt, and zany others 

of whop bald iqmrtant &mnistmtivs ;~oeitions- Non& :)f these 

L!en had iLad any experience in ti;e t,dx.mk3trction of large-scale 
, I 

affairs. They hail been piiticd, q$tAc>rs, w& succeeded by 

virtue of evmte beymd their control. Eult sme of theu ara 

,- , 

J. 
uan of consiCezzbie intellectual sk.ture, they are generally 

deficient in executive nnd in admniatrative ability. There 

are other eleLients in the situ&ion, !Ir)wever. The Korean 

Goverment haa a lpug hiskjry of c?dumirtmtive wedmess prior 
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to the period of Japanese d~~Lii.nation. It has long been 
piagued by t&e ;iernicious influence df cliques. Under the Lee 

Dynasty prior to 1895, the Goverment was a Latter of palace 

;- 

\ 

.r-\ 

intrigue betweQn rival factions, in the ancient oriental tra- 

dition. 

Pairness, however, requires the recognition that tie 

young Rcjjublic, before it was properly established after a lmg 

foreign dminatinn, was ;mt to a f:>midable test of ,jolitical 

and econmic difficulties culuinating in t>;e full-scale armd 

invasion 9f tLe country, which at tizles saw itself threatened 

with extincti:m. War and devastation~struck the nation and 

nest of the territory LXX been a battlefield at one tiue or 

another. h large nmbtr .:f Koreans lost their lives; entire 

cotmunities have been wised -ut and atLees l:.rgely destroyed, 

Transport and co~.micati'm were disrupted, the central gmern- 

uent had tu uove, ZI.I$. large nuAibers c;f refugees Xockad the 

roads. All these and any other pobleus Ad tt) be wived by 

an mirepared anal unqerienced &verrme?t. The 22x9 rermins 

that deaLAte %fficultius and c ,nfusion the &overmental apRa- 

ratus did n&, disintegrate and that the civil atiinistration 

was quickly re-established as dmtricts were liberated frori 

energy occupation. UNXJRK in the cforerlentianed report arrives 

at the s>r;iewhzt oytmistic conclusim IAat Korea will, when 

hbstilities have ended, with slowly acquired experience in ad- 

ministration, with intermtimal assistance, and through the 

painful $mceSS of trial and erznr continue to develop the in- 

stitutions of deL;ocracy, 

However th:>.t &y be, and whether or not we agree with 

this evaluation, in the existing international situation our 

own national interest is irretrievably tied up with the preser 

vation of the tiny and inilerfect Republic of Korea. The 

United States 1~s been her parent, or, to say the least, the 

tiidwife at her birth and has since kept her alive with 
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trerxmdous effort. To aband'on her would uem a'terrific loss 

of face in Asia, where face csunts i.;ore t&u In &Ler j?arts of 

the world. We cannot afford such LOSS. TIIe Korean Govermient 

knows this very well ani. takes our sqport and sacrifices for 

Granted, without &owing the degree -If cooperation desirable for 

the achieveuent of tAe col.xiSjn goal. 

.-x.. 
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Prepared be ALFRED C. OFPXW 
Iegal Advisor 
Government Division 
G-5 (Civil Affairs) 
9 April 1952 

VESTED PROPEIzry IN KOREA 

I . . INTRCDUCTION: 

The handling of the former Japanese property by the Mili- 

tary Government in South Korea was one of the most crucial 

of its responsibilities. The problem has economic as well 

as legal implications. The economic significance may be 

understood by the fact that most of the wealth of Korea- 

mines, farmlands, forests, railroads, factories, commercial 

establishments, art treasures, bank deposits, and automobiles 

belonged to the Japanese. The legal validity under internation- 

al law, of the disposition made of this property by the Military 

Government has been chailenged by the Japanese representatives 

in their current negotiations with the Government of the F0K 

in Tokyo. The subject has never been treated in all its rami- 

fications, and the information available is incomplete and not 

up to date. 

II,. VESTING AND ADMINISTRATION: 

One of the first actions of the Occupation in South Korea 

was the enactment of Ordinance No, 2 of 25 September 1945, 

according to which all properties of the governments and 

nationals of Japan, Germany, Italy, Bulgaria, Human&, Hungary 

and Thailand were impounded, restricted and controlled by the 

Military Government of South Korea. The Ordinance declared 

void any transactions made subsequent to August 9, l-945, but 

provided for their validation upon application to the Military 

Government. This arrangement was confusing and impracticable, 

particularly because of the insufficient information on the 

existing property situation. It w:;s, therefore, with regard 
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to Japanese property replaced by Ordinance No, 33 of 6 Decem-. 

ber 1945 which provided that the title to "property of every 

type and description, and the proceeds thereof, owned or 

controlled, directly or indirectly, in whole or pert, on or 

since 9 August 1945 by the Government of Japan,- or any agency 

thereof,. or by any of its nationals, corporations, societies, I 
asscciations, any other organization of such government or 

incorporated or regulated by it is hereby vested in the Military 

Government of Korea as of 25 September 1945, and all such 

property is owned by the Military Goverrrnent of Korea.-11 

General responsibility for the care and administration of enemy 

property was entrusted to an Office of National Property 

Custodian. His duties were to seek out, find, and take custody 

of all properties in South Korea subject to the Ordinance, 

administer them, and provide for accounting thereon. Directors 

of the Departments of the South Korean Interim Government 

were subsequently appointed to act as agency for the Custodian 

and to control the various vested businesses and properties., 

The administr:-tion of lend was placed under the New Korea 

Company into which the former Oriental Development Company 

had been transformed, while the reorganised Materials Control 

Company was given chxge of all surrendered or abandoned 

J,apanese movable or tangible propetiT, subject to market 

operstions. This included former Army supplies .nd equip 

ments, wcrehouse stbcks of foodstuffs, consumer g;oods, etc.-- 

Currency and deposits wore assigned to banks an1 fiscal 

agencies.. This sdministrative system suffered from L! lack 

of coordination and decentralization.. It v&s n:,t until May 

19116 that Provincial ,Property Custodians were delegated 

certain functions connected with the administration and disposal 

of vested property. However,.even more time passed before the 
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Military Government undertook to make a comprehensive sur- 

vey of the assets involved, In this respect the linguistic 

difficulties combined with the lack of personnel skilled in 

both languages proved to be a great handicap. 

III. NATURE AND VALUE OF VJWMB,PEIDPERT'Y: 

A survey, prepared by the Civil Property Custodian of 

SCAP., dated September 1948, gives an approximate picture of the 

scope and type of former Japanese property. It is based on a 

ccmpilation of all reports of Japanese external assets received 

fram the Japanese Goverrxnent in compliance with various SCAP 

I&morania. Values of thess assets are estimated in dollars 

as of August I.945 by using the official conversion rate of 

that time, which was Japanese Yen 15 per $l.OG, The estimates 

of these values must be taken with considerable caution. The 

- 

source of information was the Japanese Government which probably 

resorted to book values of an earlier period, so that, in 

spite of various adjuswnt devices, the assets appear to be 

over valuated, even as of 1945. As a mtter of course, they 

have depreciated materially in the meantime. The Report 

covers the Japanese assets in Korea, both North and South of 

the 38th parallel. The total of both estimates is approxi- 

mately $5,~46,0~0,000, Of this over-all figure the total for 

North Korea is about $2,9'QOOQ,OOO and that for South Korea 

$2,2?5,OOG~OOG, This last figure is broken down into govorrr- . 

ment owned property (about $449,000,000) corporate assets 

t$l,333,000,000) ad individual ownership ($493,000,000). 

The survey goes into great detail, and indicates, among 

other things, the following types of vested corporate entelr- 

prises: 

Coal Mining & Minerals 
. CeueI;t & C.613.~1cs Communication & Press 

CheiiczzS Construction 

& 
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Finance & Insurance 

. 
,- 

Fishery 

Food Processing 

Forestry, Lumber & 
Woodworking 

- 

. 
.- 
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Metals, Light 

Miscellaneous 

Paper 

Petroleum & Rubber 

Iron & Steel Fabrication Textiles 

Land Developxnent Trade & Commerce 

Machines & ?&chine Tools Transportation & 
Warehousing 

Metals, Heavy Utilities 

IV. DISPOSALOF VESTED PROPERTY: 

. Until March 1947, there was no definite policy regarding 

the disposal of these assets. Apart from the aforementioned 

difficulties in identifying the vested property, the kiilirary 

Government saw itself faced with a dilemma hard to solve. As 

far as the foraer praperty of the Japanese Government was con- 

cerned it had to ba kept intact for its successor, the future 

KoreanGovernment. With regard to corporate and individual 

assets, however, the natural wish of the Military Government 

to transfer them from governmantal ownership and management 

into private hands was somewhat tempered by the- cansideration 

that such disposition would mean handing over certain private 

resources to interests which had nothing to do with their develop- 

ment, There was also fear that it would disrupt economic 

controls necessary in a period of scarcity. On the other 

hand, the Military Government was well aware of the disadvantages 

of a state controlled economy, on which subj.ect no further 

elaboration is needed. Strangely enough, the actual property 

situation resembled that in the Northern zone where former 

Japanese property had been confiscated and, apart from the 

land distributed among the tenants, managed by governmental 

agencies, as far as our information goes. In February 3.947, 

General Ierch, the Military Governor, admitted that the only 
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property sold by the kilitary Gcvernment was that which could 

not be protected. Finally, an cvernll policy was established 

a month later in favor of the sale of vested property to 

Koreans 1%~ soon as responsible and efficient purchksers could 

be 1ocated.n According to a Report of USAMGIK Itexecution of 

this policy, while showing perceptible progress, was retarded 

by two factors--the scarcity of responsible purch,?,sers dffering 

reasonable prices, and uncertainty as to ultimate prcbcbilities 

regarding nationalizatiun in the case of industry, and land- 

reform in the case of real property. Since neither problem 

,--. 

,--. 

could be resolved or eliminated at Ioper-lting levels, alternate 

methods of solution were attempted. These included corporate 

reorganization, sale of vested shares, liquidation, and partial 

sales. Business leases also were made as an alternate measure 

and were viewed as a strong possibility fcr the future in case 

the sales program did not become more effective at an early 

date,n The fierce agitation for land reform and for the 

transfer of Japanese holdings to the Koreans caused the State 

Department to announce that a major objective of Eilitnry 

Goverrxnent in Kdxea was a land reform which would reflect the 

wishes of the Koreans and their desire to replace tenancy 

with full ownership of the land by the individual farmer. 

Therefore, against the resistance of the Interim Assembly, 

land reform with respect to the vested agricultural property 

was imposed by decree of the MiLitnry Goverment which trens- 

ferred these huldings from the New Korea Company to a National 

Land Administration for sale to Korean fanmers. The program 

was to place in the hands of 487,971, tenants families 668,965 

acres of land, When American control in South Korea ended on 

15 August 1948, 85 percent of that land had actually been 

distributed. However, no real progress was made with regard 

to the rest of the vested property. To be sure, reorganiza- 
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tion programs were initiated on an experimenkl basis, pili;t 

operations concentrating on companies with he?d offices in Seoul. 

Investigctions were begun in line with this policy on the 3,800 

juridical persons of the capital. Primary emphasis was placed 

upon reorganization of companies in which less than 9s of the 

shares were vested. Alternate courses included: disposal of 

the shares, or retention af the holdings with delegQtion of 

management to duly elected boards of directurs, according to 

the best interest 3f tht economy. However, the estimate has 

been made that at the tcrminntion of the Occupation 90$ of the 

m&cm industry in Korea remained under government control, 

Eknct figures of the disposal are not available, According to 

Military Government reports it appears to have been around 6@ 

of the vested pruporty, 

IT. TFiANSFEXt TO ROK: 

On ll September 1948, a so-called Initial Financial and 

Property Settlement was con&.uded between the United'States and 

the Republic of Korea. According to krticle V of this ,",greemcnt, 

the Government of the Republic of Karen recognized and ratified 

all disposition of former Japanese public and private property 

vested under Ordinance 33, It was furthermore stated that the 

remaining vested but unsold property, the net unexpended proceeds 

from rentals and sale of vested property, together with all 

accounts receivable and sales contracts Itshnllbe transferred to 

the Government of the Republic of Korea.'! The latter also re- 

lieved the United States of all liability including all present 

arrcl future claims rising out of the vesting, administration 

and disposal of the property, 

S--- 

The X)K seems to favor tha continuation of governmental 

controls over the vested property. It h;cs even recentralized 

its administration. The IiOK Office of Property Custody had 

disposed, as of 30 June 1951, of assets in the total amount of 

approximately Won 13,711,500,000 which, considering the con- 
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version rates, constitutes an infinitesimal percentage 

of the value of the vested properties. The umertzinties 

of the war with its destruction am with the constant 

danger uf Comauniz t invasion from the North did n,:A and 

does not encourage private investment. 'iJhi.le our policy 

is along the line of pmnoting disposal of vested 

property and the development awry frcm state monopolies 

toward private enterprise, the practical execution of 

such policies, even if the Goverment :of the ROK would 

C 

cooperate, must await a more favurable time. 

VI. TRETiTX NEGCYi'IA~IONS FEl'?W THE ROK &!D JBPAN: 

The problem of Japanese vested property in Korea 

has recently become a seriously controversial issue in 

the treaty negotiations between the Govermants of Japan 

and of the FiOK. The Korean representatives take the 

position that the Vesting Or\;linance No. 33 cmstituted 

a wholesale transfer of the title'of property from the 

Japanese Government, corporations, and tiividuals to 

the MiXLtary Government as trustee for the future ROK 

Governme&, t&t subsequently the property not disposed 

.of by US AMGIK was further transferred to the ROK Gov- 

ernment, and that the Japanese Government reccgnized 

these dispositions in Article 4, Paragraph b of the 

Peace Treaty. The Japanese representatives, on the 

other ha&, argue at length that such transfer of the 

title to Japanese Private Pmperty would have been 

confiscation and so contrary to ihternatiom.1 law, 

Only the custo,dy and the administration of such 

property could have been taken awxy by the EA.itnry 

Government, in their opinion, but the owner could not 

have been deprived of the substance of his property and 

of the right to the proceeds or equivalent of the disposal. 
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The provision of the Peace Treaty covers prcperty trans- 

fers made by the !Li.litary Gtivarnment, but, the Japanese 

assert,has no effect in the relationship between the ROK 

and Japan. Japanese conclusion seems to be that the title 

to the property should be restcred to the original owner, 

while in case the property was stild by the United Stgtes 

Military Government, the original ownerls claim to the 

proceeds continuea to exist. k settlement concerning 

this prqerty must, the Japanese believe, be made by 

an arrangement between the Governments of Japan and the 

RDK, as provided fi;r in Article &.a of the Peace Treaty. 

I do net intent! t:; go into a discussion of this 

legal controversy. It is our impression that the Japanese 

have advanced their arguments mainly in order to counter- 

act extravagant property claims which the K:reans have 

made in the course of the negotiations, such as the demand 

to return to the RGK the property in Japan lof juriAica1 

persons with head-offices in Korea, as of August 9, 1945. 

The Koreans were greatly shocked by the Japanese position 

and there was talk about their breaking off the negotiations, 

However, it appears more probable that, after long and bitter 

negotiations, some ccmprxnise will be reached finally. 

In the present international ntmasphere it is very unlikely 

that the Japanese Government will appeal to the Inter- 

national G;urt of Justice and either challenge the legality 

of Article 4b of the Peace Treaty, or request an inter- 

pretation along the lines of their reasoning. 

8 
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PRESENT AGRICUITUPI AN3 FOOD POSITIOK 

SOUTH KOREA 

. 
I. BACKGROUND: --- -e-c -.- 

Agriculture is the most important industry in South 

Korea. It is characterized by a small cultivated area in 

relation to the large agricultural population, small scale 

farming, primitive, but intensive methods, disregard for soil 

conservation on the hillsides and mountains but with amazing 

terracing on rice lands; the predominant position of rice in 

the economy of the nation, the importance of work cattle in 

farming and transportation, the eminence of the straw bag, 

the fetish desire of the farmers for ammonium sulfate, and the 

communal living of the farm.e:s. 

Intensity of agriculture is reflected by these facts: 

(a) only 24 Tercent of the country, or 6,500,OOO acres of 

the total land is tillable, (b) there are approximately 2,400,OOO 

farm house'lolds compared mith about 6,000,OOO in Japan and 

~,WOO,OOO in the United States, (c) the average tillable 3rea 

per farm is 2.2 acres, and (d) the large farmer population. 

The population of South Korea is some 21,000,OOO distributed 

in percentages as farm 66, part farm 11, and non-farm 23, 

South Korea is favorably situated, as to soils and climate, 

for the growing of many kinds of crops. Of the 6& million 

tilled acres, about '75 percent of the area is devoted to grains, 

10 percent to pulses, and the rest to vegetables, potatoes, 

fruits and miscellaneous crops. From 1940-44 data, the propur- 

tion of crops grown in South Korea approximated 65 percent of 

the total food grown in Korea. 

I ‘1 
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South _- h'orth -- 

Rice 70 30 percent 

Wheat and Barley 85 15 

Beans 35 65 

Miscellaneous grains 
(xi.;Il;;,a;;wheat, etc) 

20 80 

65 35 

Prior to the war, Korea was a food surplus nation, for 

the period 1930-40 having a net export of rice and pulses of 

over a million metric tons annually. Most of this came from 

South Korea. 

The soils of South Korea were formed in a temperate 

forest region and with the exception of the volcanic soils of 

Cheju Do are mainly of gran5tic origin. They are lacking in 

organic matter, slightly acid, and require fairly heavy applica- 

tions of fertilizer for optimum yields. The soil fertility 

trend is 3ownward on the agricultural lands and unless serious 

attention is given to soil conservat5on, maintaining adequate 

crop production will be an ever increastng problem. 

The climatic conditions of South Korea are somewhat 

analogous to that part of the eastern seaborad of the United 

Statrs betmeen Charleston, S. Cd, and Washington, D, C;, except 

for the heavy rainy season in July-August aria a winter season 

that is somewhat drier and a little colder in the northern part. 

Rainfall varies from 40-50 inches but is not dependable. 

Excessive flash rains are common, and there is great fluctuation 

from year to year. Rice production varies directly with the 

amount of rainfall durfng the months of June, July, and August. 

II. FOOD: 

The best available estimates indic-tc that the total dis- 

ruption cnuscrl by thp Tar '~9s been negligible and that food 

output is eaual to the pro+zction level attained in the closing 

years of Japan's rule. Except for the loss of the area nest 
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of the Gnjih River and for the relatively small farmland 3reas 

new occupied by mZli.tary installations, little loss of lands 

.F--- . 

has occurred. The fztrm operators were able to put in and Harvest 

excellent crops of summer grains (barley, wheat and r&); The 

rice crop was about 20 percent below normal owing to drought at 

time of transplanting-continuing in some areas through July and 

August, and to a lesser extent, late delivery of fertilizer, 

However, the largest reduction was caused by inability to plant 

about 20 percent of the usual paddy dependent solely upon 

rainfall. In line with the general practice of Substituting 

short growing season crops when the full rice acreage cannot be 

planted, Korean farmers made large increases in areas planted 

with millets, soybeans, and beans. The yields on these crops 

ranged from fair to good 3s did the output on potatoes (sweet 

and wMt8) vegetables and fruits. The total crop production 

for the year 1951 aa estimated by UNC survey teams made up of 

representatives from the State Ikpartment, IJNCACK and G-5'all 

of whom have had experieke in crop estimating in the Orient 

from 6 to 20 years, in terms of brown rice equivalent, ias 

24,5w,696 suk, or 3,628,538 long tons. 

*,--. 
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CROP PRODTJCTIQN 1951 CROP YEAR 

Crop 

Br&n Rice 
Area Production Equivalent 
chunnbo suk sdi ( 

Rice 
Barley 
Naked Barley 
Wheat 
We 
Oats 
Italian millet 
Barnyard millet 
Glutinous millet 
Sorghum 
corn 
Buckwheat 
Soybeans 
RedBeans 
Green beans 
Kidney beans 
Peas 
Peanuts 
Other pulses 

920,072 
551,861 
w7,w 
lW@JO 
40,ooo 

5,@)2 
200,377 

1,214 
5,W 

12,666 
13,405 
46,659 

251,936 
23,259 
4,676 

g 
569 

8,270 

Subtotal Gm= 

Sweet potatoes a,331 
Irish potatoes 38,302 

Subtotal 
Total grain and 
potatoes 
Vegetables 
Fruit 

79,633 801,290 

2,534,195 
124,?40 
1)?,673 

Total 2,677,t?O8 

Note: 1 chungbo l 2.45 acres 

12,I.49,555 
5,660,594 
2,538,two 

666,000 
200,000 

17,509 

%2Z 
21;131 
61,001 
%,=J 

171,909 
858,n9 
62,767 
11,859 

377 

;$j 
22:243 

: 

68,652% 
54,639,000 

28&,000,000 
20,000,000 

1 suk of brown rice = 150 kilograms 
or 5;12 Amer- 
ican dry meas- 
ure bushels. 

lb;357 
675,850 

3,255 
13,946 

~~~0" 
111;740 

1,074,257 
59,628 
11,266 

358 
1,492 
,4&l 

21,130 

Z&5,406 

528,095 
273,195 

23,666,6% 
85qm 
6WJfXJ 

we-- 
24,578,6% 

Brown rice equivalent is a unit serving 
as a common denominator in determin- 
ing Korea's food position.' 

Consumption requirements for 1951 are estimated at 

24,609,OOO suk or 3,633,0X? long tons. This would indicate a 

deficit of only 4,474 long tons between crop production and 

consumption requirements for 1951. This deficit has been more 

than balanced out by the foodstuffs imported under the United 

Nations Command program. 

I 
-A- 
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Excluding fruits and vegetables, the.ROK i&&try of A&i~ - 

culture estimated a production of 19,626,488 Suk, inciudbg 8ome 

ll,OOO,OOO Suk of brown rice. For tax purposes, the Xl.nistry of 

Finance set up only some ~,OOO,OOO Suk, as past reports of ECA 

and Mlitary Government show under reporting of at least 25 pr 
in 

cent i8 common,@orea and more so now, since all grain collections 

by the government are in kind derived from vested property, land 

reform payments, and a 15 per cent farm tax. 

Based on repeated inspections of the markets and questioning 

of cross-sections of the population, daily consumption of grain, 

excluding refugees which are fed by UNPACK, is 4-5 hops. This is 

at a yearly rate of about 28,000,OOO Suk and presents an anomaly 

which indicates that all estimates of crop production are too low. 

At present the ROK Government reports a shortage of grain 

necessary to wet their rationing requirements, and is purchasing 
t 

barley in the Unites States, and rice .i.n South Eastern Asia. This 

will be used for rationing the ROK army, police, governmental 

officials, their families, and special small groups only. Hovever, 

it is not considered that any ma,ior imports of grain would have 

been necessary had an effective crop collection and over-all 

rationing program been put into effect. \ 

Present and forseeable stocks of ROK Government grain are: 
h 

176,000 tons of 
65,CCO g of 

341,000 

rice in warehouses 
barley due in April - May 
rice)under procurement f&m S.E. Asia 
pressed barley or barley from Japan or Ifi 

It IS important to note that Korea is not a starving people. 

Its per capita food supply is the highest in Asia.' Prior to 

liberation, rice made up about 25 per cent of the food consumed. 

Approximately 40 per cent of the rice grown was exported to Japan. 

-. No rice is legally exported and it is estimated that it now makes' 

up some 60 per cent of the diet. 



It is of further interest to record &at ahout 60 per cent of 

the estimated food production is consumed by the Parm families who 

grow it. ROK Government grain collection and l.RE impbrts provide 

another 25 to 30 per cent which is controlled ‘by rationing .&d 

relief distribution. This leaves 10 to 15 per cent of the total 

food supply for sale on the open market. Pith such a small pro- 

portion available for merchandising the market price is strongly 

affected by the money supplies. On the other side of the picture, 

there are only some 3,COO,OOO people (farmers &d rationsea 

,--. 

excluded) in South Korea *The compete for food in the market - and 

/--- this group includes the moneyed classes who can afford to purchase 

rice regardless of the price. 

There ap:%ar to be ample stocks of rice and other food stuffs 

in the markets to meet the demynds. However, the prices are high. 

This is partially attributed to scarcity, but there are many other 

factors involved, the: most si&ficant of which arc (a) brokers 

are banded together and are fixing the price of rice daily (b) the 

government collected rice and is holding this rice which Iwould 

normally be entering the spring market (c) all farmers were 

advised that fertilizer must be barterbd for rice or other grains 

- and this grain is being held by the farmers. 

Although prices are high, to all appearances, the people are 

well fed. There are exceptions and these people are supplied with 

relief grain by UMWK. The ROK-Govenunent takes little or no 

responsibility for the feeding of these people from drought areas, 

or refugees, POW'S, laborers and the Korean Service Corps (used 
, 

in forward areas). 

Civilian Relief Gra&: 

Consumption requirements for FP 52 amount to 383,835 long 

tons. JLU of this but 85,907 tons have been delivered, For the 

first h‘alf of FY 53, l20,OOC tons of grains have been programmed. 

UNCLASSIFIED "" 
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At present, 26,930 tons of grzin mohthly rare required for 

relief feeding. Other tonnage is for support of POKrs, the Korean 

- National Railvray employees, the Korean Service Corps, fW6th Ati; 

and the lst ROK Army. 

V?ith the return of many refugees to their homes and the 

harvest of the summer grain crop in June, the number of people on 

relief should be reduced substantially. 

III. CROPSt \ 

n 

Rice: 

Rice makes up about 55 per cent of the total food production 

and dominates the agricultural economy. Increased production is 

correlated with more irrigation projects, the planting of improved 

varieties (now being obtained in Japan), more effective control of 

leaf hoppers and the rice stem-borer, the midor use of balanced 

fertilizers, and the incrensod planting of Chinese Vctch as a 

ainter cover croi tn add nitrcgen and organic matter. The latter 

practice has diminished in recent years. 

Other Graing: 

These consist of barley, naked barley, millets, vheat, rye9 

buckwheat, oats, corn, and ~CYT@UML Fkoduction of other grains 

may be inureaaed through more double cropping which has fallen off 

greatly since 1945, the use of more fertili~r, expecially phos- 

phorus, and proper land use. s 

soybeans: 

About 10 per cent of the dry lands are planted annually to 

soybeans. Yield may bc materially increased through the planting 

of improved varieties such as "Kim Kang Tni" and "Kim Sang ScP. 

Sweet Potatoee: 

Offer the greatest opportunity to increase total food pro- 

duction in the southern part of South Korea. They yield well on 
.r- 

. relatively poor soil, and no other crop returns as many calories 

per unit area. Curing and proper storing aced to be emphasized. 



mte Potit=: UNCLASSIFIED 

Throughout the country, virus diseases ,828 prevaleirt and 

result in low yields. New virus-free seed has been obtained in 

Japan for 1952 plantings. This along with recoEllnended &sease and 

insect control practices should result in higher yields this season. 

More white potatoes should be grown, especially in Kangwon Do and 

Konggi Do. 

Fruits and Venet*Q&t 

i 

Fruits, particularly ap$es, pears, persimmons, and chestnuts 

are normally produced in excess and are available for export. 

/?. Vegetable production maets the demands of the poplc. They are 

coqaratively cheap. In 1949, it is estimated that more than 

l,OOO,OOO tons were grown. Chinese cabbage and Daikon (radfsh) are 

the principal vegetables making up more than 800,GGO tons in 1951, 

These two are the basic ingredients of "Kimchin-the pickle eaten 

with almost every meal. 

Cotton: 

South Korea with its normal heavy rainfall during July and 

August, is not good cotton country. Growth is poor, production low, 

and the staple short. First and second grades are used for sheet- 

ing and yarn with the bulk of the cotton i.e., third and PouAh 

grades, used for making absorbant cotton, gauze and padding. About 

Qne-half of the crop is ginned urd utiliaed at home. NlTst of the 

cotton for commercial manufacture will have to be imported annually. 

Miscellaneous Crops: 

The growing of tobacco is an i!qortant cash crop. A anal1 

quantity of pyrethrum is produced, at present in Cheju DO only. 

Ginseng has been one of the most important crops for both home use 

and export to China, with the center of production about Kaesong. 

Considerable sesame is produced in small patches around the farm 

homes. It is used primarily as a frying oil. Some castor beans 
,- 

are grown but not on a commercial basis. Ramie and hemp are grown 

to a limited extent. 

UNCLASSIFIED 
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Sericulture: 
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Formerly the most prevalent subsidiary farm business is in a 

depressed condition due to (a) lower world demand for silk (b) run- 

out strains of silk forms - thus 

poor silk and (c) neglect of the 

LIVESTOCK: 

Work Cattle: 

resulting in the pro?uction of 

mulberry trees. 

Work cattle are to the Korean farmer what the h,yrse, truck 

and tractor are to the American farmer. 'rhe cattle have been 

selected for years for their cherry red color, good bone general 

conformation, docility and strength, In general they are some- 

what weak across the loin and carry down poorly in the twist, but 

are superior to any class of Tr,ork cattle TTh!_ch the miter has 

encountered in 15 countries. It is doubtful if any importation of 

the usual breeds *f cattle rould lend imprnvcment. Perhaps the 

Romano-Sinuano breed of the Sinu, Colombia - S.A. -clr the Red Polled 

would be the best breeds to introduce for improvement purposes. 

As shown in the accompanying table -- despite considerable 

unauthorized slaughter, Fork cattle increased - during 1951 from 

an estimated 398,640 to 572,405 as of 1 January 1952. Part of 

this increase may be attributed to reporting rather than from 

calving. 

A program involving non-slaughter, increased breeding of 

females, and veterinary care is being fostered. 

Dairy Cattle: 

Prior to liberation, there v'ero many large farms held by 

Japanese where milk production was of graving importance. Excellent 

Holsteins (mostly Carnation) mere introduced and sufficient milk 

was produced to maintain pasteurizing plants in the major cities. 

However, with the breaking up of the vested properties coupled with 

land reform, sizeable herds have been broken UT an3 oancrship is 

now limited to 1 or 2 cows. 

UNCCASS\F\ED 
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At the present the remaining dairy cows, in general, receive 

poor care, and milk production is negligible, There is little 

interest in dairying r- an? wZth the reduced size of farms, little 

hope for revival of the industry. 

Horses: 

Nest of the horse po@ation in Korea are in reality small, 

strong end officious non&%, -- good keepers and me11 suited to 

the economy and transportation of the country, The few horses 

remaining - are those from the Japanese Cavalry and race horses. 

Najor increases in production of ponies through breeding 

offers a practical solution to many transportation difficulties. 

At present, Chsjudo with its pasture lands is able to send some 

1000 head to the mainland each year. 

There is considerable interest in pig production but not to 

the extent Rhich it #deserves, Vith the spring pig crop, present I 

figures could well be over l,OOO,OOO head. 

The native breed is small and black. First generation 

crosses mith introduced Berkshire boars (from Japan) apx"oximate 

l/2 - 3/4 the size of Be&s. Breeding boars are maintained by all 

the Provinces and up-gradin, 0 the native hogs is encouraged. 

Each spring - out bre,aks of erysipelas and cholera occur. 

These diseases are being combatted vith uNI= supplies under the 

guidance of UNCACK veterinarians. 

During the past few months -- the livestock section, Edinistry 

of Agriculture, has introduced about 4000 breeding Berkshire pigs, 

male and female from Japan, 

Sheep: 

Repeated attempts to foster sheep production on a large scale 

in Korea have met with failure. At various times 10,000 or more 

(Corriedale breed) were imported From Australia for wool production, 

and sheep stations were established to collect and feed the rams ' 

10 UNCLASSIFIED 
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during the non-breeding season, As of 1 January 1952 there sore 

only 67l sheep in South Korea. Failure is attributed to sevexal 

factors, the ;zrinci?al of rvhich are (1) paralysis, the host of 

which reputedly is a mosquito, (2) ravages of nild anir.als and 

(3) non-rofitable venture. 

It ap?ears that there is little hope of Korea ever producing 

its wool requirements. 

Goats: 

To all intent and purposes - goats should be popular in 

Korea. Honever, attempts to increase production for both meat and 

milk, have not led to anticipated increases in numbers. Of the 

23,GGO goat population, about 9'7 percent are the indigenous small 

black goats and 3 percent the white Saanen - heavy milk producers 

introduced from Japan. 

&gg: 

Strange 3s it may seem, dog meat contributes materially to 

the animal protein of the Korean diet. The meat is considered 

to be sweet and palatable - and is in strong dom,cln? especially 

during hot weather, It is used largely in soups 2nd porridge and 

is po@ar with heavy drinkers anii people with anemic conditions. 

It is a commonsightto see venders peddling dogs on the street. 

Rabbits: 

Under the Japanese, production was fostered for the fur 

rather than meat, and most of the present breeds are Chinchilla, 

and Japanese Whites. During Military Government interest in 

rabbit production was increased somewhat through 4-H Clubs. 

Although the arithmetical gotential of rabbits is well known - 

there is no major interest in rabbits. Census figures show a 

decided decrease in numbers. 

Regarding the proposed "Farm Journal", "Rabbits for Korea" 

through 4-H Club members, the MA/F is not interested, 4-H Club 

UNCLASSIFIED 



work no lo&m is supported by the National Government an!! only a 

few 4-H Clubs now exist. 

Konggpformerly the center of 4-H work, now has 9 4-H Clubs 

with about 270 members. The introduction of the propose? 40,000 

' rabbits at this time would present considerable handling and dis- 

tribution problems, and is not considered feaeil;le. 

Chickens: 

The chicken population of S, Korea is made up primarily of 

white leghorns (originally the Hansen strain - Oregon) anil come 

Nagoya (Japanese), Rooks, Rhode Island Reds, and mixed flocks. 

There are a few commercial flocks in the vpinity of cities but 

most of the chickens are held by farmers (70%) which keep 

poultry) - who hold-over 3 to 5 hens and a rooster each ye,ar and 

set 1 to 2 hens each spring. The Jnnuary 1952 figures are some- 

what below nor&L TJears, none of which reflect a large number - 

perhaps 15,000,000 spring hatched and. eaten during the fall months. 

During the past few Eonthe the ROK Government has imported 

some 4000 pure bred chickens from Japan and 210,000 eggs have been 

donated by the Heifer Project Committee, U.S.A. These are being 

flown in by UNKRA, The duck population is small consi'lerod in 

the light of the possibilities offered by the water resources of. 

the country. 

UNCLASSIFIED 



UNCLASSIFIED 

ANIMAL $WULATION 

1Jan 
TJgg 1946 

Work Cattle 556,220 

Dairy 1,127 

Horses 38,066 

Pigs 181,331 

Sheftp. 3,600 

Goats 29,873 

Rabbits 12,350 

25June 
1950 

721,000 

1,000 

22,580 

578,ooO 

1,960 

39,610 

m-u 

149,UfO 

Chickens 1,516,OOO 2,927,%0 

Ducks 1,750 --- l 

Source: Livestock Section MA@. 

1Jan 51 1 Jan 52 

398,640 572,405 

780 264 

17,070 17,979 

146,4~ 335$286 

1,020 671 

19,850 22,826 

VI 251,000 

91,940 68,271 

719,480 1,394,700 

e-w 55,000 

All figures are not in total 

agreement with provims reports furnished by LIB/F 

and submitted tr, the Dept of the Army. 
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V, FORESTRY: 

-l 
-. 

The izeaent condition of the forests in South Korea is 

critical. Indiscriminate cutting since 1945, ,lp.cV of rationing, 

and the combing off of the forest floor litter for use as fuel 

has denuded most of the forest lands and resulted in irreparable 

erosion. At present rate of cutting, foreseeable forest supply 

will last lea8 than 10 years. ? 

The estimated forest land or potential forest land is 

16,000,000 acres which represents 73% of the land area. Of 

this area, 21% is in need of artificial planting, 79% is in 

need of erosion control, an;! 25% is cxAected to be covered by 

natural seeding. The rest is ;~artly to fully stocked stands 

in need .of protection. Eetim&ed standfng timber at 2reaent c 

is 30,000,OOO cubic meters conixre3 with 75,000,OOO cubic 

meters 10 yeCars ago. Averaye annual :7roduction (logs, fire- 

wood and chrircool) from 1945-4$ mr1s tlbout 3,400,OOO cubic 

meters ~5th averqe Cannual growth est!?lated Tt 1,50(3,000 cubic 

meters. 

From the point of ow&rs?i-1 -- 38 it dght affect iqrove- 

ment, 71% of the forest land is privately owned, 12% national; 

9% provinciti, 6% vested (former Japanese owned) 1% temple, 

and 1% by the Lee household, i.e. of the former ruling family. 

Remedial me-urea involving afforestlrtion, selected cut- 

ting, the wider use of ;wd (good supplies of which exist), 

coal, the importstion of logs, provision for a 1Rrger forest 

police eyste?n, rogulntion of cutting by the ROK Army which is 

in the firewood business in order to raise funds for their 

various contingents, and rationing of firewood nnd charcoal 

Ltre deemed necassnry in order to meet the heavy demands of 

the growing po~xiiation. 
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ii'ertilker and its handling is the outstanding agricultural 

Supply problem related directly to food _.roduction. The Korean 

Economic Aid DLvieion (now G-5) maa only given the res;!onsi- 

bility of obtaining fertilizer in late A?ril1951 - SO could 

not deliver all the fertilizer nee?ed in time for o;timum rice 

production in 1951. However, for FY 52, 340,210 long tons 

valued at $19,000,000 were :?rogrammed, Of this ouantitp 1928.33 

long ton were delivered in June, 51,166.73 LT in July, 46, 

680.3 LT in August, 3213,99 LT in Se;$ember and 27,728.77 LT 

in October. The sh~jping forecast for the baknce calls for 

4l,6u( tons in March (already delivered), 61,206 tons in Qril, 

80,065 tons in May, 26,096 tons in June and 17,224 tons in early 

July. For o?timum rice production 50% of the fertiliz;er should 

be apTlied at transplantJ.ng time (15 June - 10 July) 402 - 

four to sti weeks later, and 10 percent about 10 weeks after 

tranqlanting. Ample fertiliaer is being deliver%?! now for 

rice seed beds and lig&t ap4ications on barley. This time 

of ap->lication has a direct bearing on the 1951 crops, being 

considerably better than DA imports would account for. For 

19%5lECA im~orte of fertiliser provided for historically 

high a?~lications of nitrogen for rice and particularly phos- 

Thorus on the small grains. On 25 June less than half nf the 

nitrogen an. 4 very ldttle of the yhrosphorus had been aDplied. 

On the F’FA records - this fertilizer mas lost - but it all 

got out to the farmers eventually, At Kunaan, alone - farmers 

reported sow 500,000 bags got distributed for the hauling, 

an3 good sup'71ies were being offered in the black market in 

June. At resent, some shortage of nitrogenous fertilizer is 

reported for a@ication on the small grains - but 8ome 

/-\\ 41,000 tons were ear-marked for this purpose last fall - so 
^' 

-;- 
?. 

it mqr be assumed that it is being held (based on past 

usage) for rice. 
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Kitrogenoua fertiliz& requirements 3re calculated qn the 

basis c,f 150 pounds of ;zmmqni.um sulf?te equiv,Tlent Tar ncre for 

2,450,ooo rtcres .of rice -n? 50 31LA -lln?s yxr xrc fnr 3,675,OOO 

pcres Ff suwcr grzins, n? llets, ymt-.tncs zn-': +hcr crr3'2s. 

Phosphate rcnuircments zrc ?-so? cn an ~.~:lic+ion of 101) 

pounds per acre gn 1,120,OOO 2crca of rice (There double 

cro.,7ped), summer gGns, cotton, etc. More phosphate should 

be use?. but Korean fermers v:on't buy it - unless compelled to 

do ~3, or it comes mixed. At present, comonunds such es 

Ammophos are unavailable - qn'! no fertilizer factory or mix- 

ing plant is in ver>tion ?~n South Korea. 

Potash reouirements Tre &se-? on sn sp llicrltion of 50 

p&n?a per wre on 179,000 c2cres of potatoes, tobscco and 

other specie1 crops. Most -:ntassium needs erc supplied by 

Celculati-ns Terc rp?de -n the knowlodge ?f cro-1 needs for 

03.imum ;xolucti-n, fvmer Yesirss, the f?ct that about 50% 

of t!lo nee?s we hc.~c yrnJucc,j, ,an4 historical use, pzrti.- 

culzrly the nitroncn needed to apTroxjs?te the banner rice 

production of 1948, 

Reouirements in 100% nutrients are: 

58,282 LT N 

8,000 LT P2O5 

1,920 LT K20 

For FY 53 - 323,000 LT of actuo.1 mnterials valued nt sp;.roxi- 

mately $18,OOO,OOO are prOgra!?x?e3. 

South Korea ;ro?uces nr, commercial fertilizer end sny 

possible future pro?uctipn is ?euen-lcnt upon electric dower. 

It aygears that South Kveri will be ;ie?en?ent u?"n imports of 

prnctically 3.11 of its c cm:,-ercial fertilizer neel?s fnr many 

years to come. 

AI-1 fertilizer is distributed by the FFA (Felerntion of 

.,/- Financic-il Associztiws') crccw-!?ng t9 Fl-Lns -wexwe? by the 
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,L L. _’ .- ._ Pri,?r tn 1 Apil the .rice -xr bng 

(1~0 lbs) of amrqnium sdf~~rite wzs S?!j,3OO %n (6,000 to $1.00)~ 

Th5s is being rnisc"! to 2)3wt 36,000 Won ,3er kg to tz!ce cae 

of 10% guverrxwnt ta (ilk@ acccr+3g t9 L~revicus zpoemsnts 1 

en3 incre?sd hnnlt1i.n~ chwpes. supc&.1y, a fzrwr h?.s free 

choice in the rqethc.". cf ~-urch?se - but in redity he cust c?,e- 

liver rice or other grain i'n a unil?tcrsl br.sis - :-:htreby nt 

the ;xxsznt -11ricc cf rice a minimm 1~s nf 20C,OGO K7n is 

incurred. This sptem is bein5 rule-l qqlxst by this 
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v"I:I. FElERATIONCE'FINAIUALfWCCIATICn$ -FF$: 

The FFA, known as the Korean Agricultural Association under 

- 
I 

r- 

Milita$y Government, is set up to handle most of the business 

associated with farming and farm enterprises. It is an all 

powerful gigantic quasi-government organlsation responsible only 

to the ROK pres$dent.. 

The organization of FFA consists of L$2 Financial Associa- 

tions with 409 branches, 7 industrial cooperations and 35,411 

guilds. The branches have 2,116,898 members of which 

1,608,057 are farmers. The guilds have nearly l,OOO,OOO members. 

The business of FFA has many ramifications, but the princi- 

pal rfork is handling fertilizer, collecting, protecting, 

storing and transporting grain, and handling farmers loans an3 

deposits. In many places FFA provj.des the only banking 

facilities. On deposits 5.4 per cent is paid while on loans 

7.3 per cent to 17 per cent is charged - with ‘an average of 

about 12 per cent. 

!Vith this organization, it ~0ul.d be very simple to 

inaugurate and carry out an over-all collection and rationing 

program, at very little extra cost to the government. 

VIII. AGRICULTURfi PRCGRAM~ 

Ir&tion Pro.fectso 

At least 50 percent of the paddy lands of South Korea are 

under controlled irrigation, These lands produce 65-70 per cent 

of the rice crop the yields being about double those on uncon- 

trollable irrigated lands. In 1951 yields on irrigated lands 

were excellent. These lands got the fertilizer. Projects under 

way, and contemplated, offer the greatest potential for increased 

rice production in South Korea. A regulated and assured supply 

of water is the first reouirement for major rice production. 

UNCLASSIFIED 
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It has been estimated that there are some 2,000,OOO acres 

of lower foot hills in South Korea which with soil conservation 

practices could be economically utilized for the growing of 

forage, cotton, and grain. In addition there are areas rrhich 

have been flooded r:ith salt nater VThich 31-e in need of reclaiming. 

Bgricultural: 

Agricultural research at present is rather limited. The 

National Government research is centered in the Suwon Agricultural 

\ Experiment Station (recently vacated by the Turkish forces) Suwon, 

Qonggi Do, with fourteen (14) substations, all rather small and 
/-- 

highly specialized. In adaition, each province has several re- 

search stations, but these are more frequently concerned with the 

increase and dissemination of improved seeds and livestock than 

research. 

Facilities at some of the stations have suffered as a result 

of the war and neglect, Chile foundation seed in the northern 

areas has been lost or mechanically mixed. Assistance is being 

furnished in obtaining new seedstocks and livestock from Japan 

and the United States, 

Extension Service and 4-H Clubs: 

The agricultural extension service and 4-H Club mork initi- 

ated under Military Government has been discontinued by the 

National Government. The 4-H program is being revived particularly 

by Kyonggi and Cheju provinces. 

Farmer Loans: 

The ROK has appropriated funds to help needy farmers in the 

purchase of farm supplies. ldaximum loans are WC,000 won. Special 

loans up to 600,000 won are made available for the purchase of 

livestock. The loans arc! made through the FFA. 

Resettlement: 

Farmers who lost their homes due to guerilla activities, 



from the fornard 3reas, a&j in prlsari camps are being resettled 

as rapidly as possible. Seed and other farm @plies are being 

furnished. 

Vested Pronertv: 

Reportedly, 

by 31 Egrch 1951. 

all vested farm property w3s sup;?osed to be sold 

HoFever, this is not the case, since rentnls in 

kind are still being collected, and failure of about 40 per cent 

of the tenants to meet their tot31 rental payments in kind is 

reported by the ROK. (A study of vested farm property is under 

way. 1 

Lsnd Reform: I 

Despite strong -itions by Mlitary Government, Land Reform 

was not put into full effect until ?lay 1949. In the meantime, 

m3ny of the wealthy land-nmcrs p'ere 3ble to dispose of their 

holdiqs profitably or to y?ke nrrsngements Thereby they sold the 

land in name only. In re3lity most of the 13nd left for division 

~3s of the poorer grade thus a-'ding to the burdens of the new 

tenant in making a living yhile meeting his taxes. Payment for 

the land is in kind on the basis of 30 per cent of the grnin crops 

for a period of five years. In aW.tion, he has to pay a 6 per 

cent tax in kin?, and beginnjng vdth the rice crop of 1951, an 

over-all land tax in kind approximating 15 per cent. Thus the 

poor farmer may be far worse off for the immediate at least than 

he was under the former berated land lord system. 

Payment of former landowners has not progressed satisfactorilS 

and present new owners are not meeting their obligations in full, 

thus resulting in lower grain stocks for the governments preferen- 

tial rationing program. 

IX. TRAJEPORTATION Q?? FAW SUPFLIPS AND Fm!:I PRODUCTS: 

Imports of farm su-+ies such as fertilizer are landed at 

Pusan, Yosu, Mokpo, Kunsan, Pohang, and Inchon, Movement from 

these ports is by rail, trucks (m3ny of which are supplied for the 
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ptkp~~b I@ mAC#) oxen, ‘an3 to a lesser degree A*&amesi Con- 

siderable work is invclved in correlating arrivals with allocation 

of trucks an? freight c3rs. ?!ovement from rail heads is by oxen, 

A-frames and trucks. Farm ?ro-lucts within the country are 

. : . l 
. 

moved by A-frames, oxen and trucks. At present the ROK army is 

really in the commercial trucking business an4 is responsible for 

siseable quantities of grain entering the major markets. This is 

partioularly true in Seoul where civilian trucks are not permitted 

to cross the Han River. 

SALT: 

Salt is in short aup?ly, Boxrent annual consumption is 

22 pounds. It is used agriculturally, in making soya aauce9 

"kimchi" - the national pickle, in seed separation, curing hides, 

salting fish, for livestock and for general use. Annual production 

from aalterna is between 135,000 and 165,000 long tons. Minimum 

requirements are somewhat more than 250,000 tons. 

RECokilGNDATIONS: 

1. Re-establiah a non-political cm? reporting program. This is 

the only way a true foe? position of the country can be obtained. 

2. Re-inaugerate a realistic crop collection program adequate to 

meet an over-all rationing program to include all of the people 

rather than preferential groups. 

3. Set the price of rice to the farmer an? after allowing for 

handling charge - to the consumer. 

4. Set the prices of other grains to the farmers and to the con- 

sumers. 

5. Insist that the tenants on vested lands pay their rents as 

agreed - in kind, 

6, Insist that new land-owners in the Land Reform program meet 

their payments - in kind. 

7. Re-establish the Extension Service and 4-H pro&rams. 
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84 Ali.or~ the farmers to have free choice in the m&ter' of 

fertilizer purchase nnd at a price which allow for delivery, and 

hanlling cost only. 

9. Insist that the former land-oorners be paid for their lands 

which they were force? to aive up. Payment to date haa been un- 

satisfactory. 

10. Prohibit the manufacture of Sake and other alcoholic beverages 

which require large quantltiea of grains. About 6 per cent of the 

rice crop is now used for these purposes. 

11. Endeavor to regulate the loosely run activities of FFA which 

is concerned with food collection, storage and distribution, the 

h<andling of fertilizers, and farm credit. 

12. Eatsbliah an effective conservation program, including strip 

cropping, contouring, cover cropping, reforestation, greater use 
of peat to conserve firewood and charcoal, and grassing of the 

hillsides. 

13. Publicize the true food and fertilizer position in South 

Korea through the Korean Press and Radio. 

XII. COMMON CONVlZrCjfONS C!REQUIVAIENTS: 

1 Chungbo 

1Tan 

1 mm 

1 Kwan 8.26 lba. 

1 Kilogram 

1 Suk (Sok) 
. . . 

2.2 lba. 
-. 

5.11 bushels (varies) 
10.0 mal 
1,000 hop 
1COhop 
50 hap 
l.40 grams of polished rice 
150 grams of brown rice 

1Mal 
1%?al1Mal 
1 Hop 

Rough rice Grain tith the hull on 

Brown rice Grain with the hull removed. LOSS M-20 
per cent 

Polished rice 

1 Gram of polished rice 

10 Tan (2.45 acres) 

About l/4 acre. Moat common unit. 

35.53 aq.ft. area 
1 cubic meter of wood 

Brown rice with bran removed. 6-8 per 
cent loss 

3.51 calories 
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Double cropping Tno crops grown annuall~i RLce is 
followefl by awmer grainle on the ladi 
Practice follme3 in south. 

Single cropping Rice only _ is grown on lan& Practice 
provinces of South Korea, in northern 
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Prepared by: X5?. LUiHE:I'Z LONG 
_- --- 

Fisheries Advisor 
I-Q . UxRc:~ 
9 April 1952 

Fishery ;>roducts sup&; the bulk of non-vegetable 

protein food for the pocple. They also provide considerable 

exports. 

The Japanese set up a central association control- 

ling the industry doan to the cormu:lit;r level. It provided 

financing, purchasiix, i22rk-etinz, exportiilg and other 

facilities. Production rose to over 600,3c)O tons. The 

resource yias e:@oitcd to the litit. VJ Day fcund equip- 

nzeht depleted from losses and poor rmiiltenance. I.Iany of 

the larger boats had tcen t&en to Japan. Japanese had 

occupied key positions. A rull-do:~r, banl:rupt ir,dustry 

fell into Korean hands. The sardine resource had been 

exhausted. ToC,ci lani.ings :':erc SoloT: 300,000 tom. In 

late 1945 thii fishiaz industry faced these handicaps: 

a. Fishih;, ilcts, 'hats and equipent wre in bad 

condition oi* lacking. 

12 . Short2$Tc of experienced personhe for manage- 

2lCilt , opzrc.tions and .~intehance. 

C:r Ice Pknts s)iut do::n for lack of ::aintenance, 

S Ujl: IlieS , and qualified :~crsonncl. 

d. Canneries had no repair parts, no cans, few 

conpetent ;zrsonnel. 

Lilitarg Gov.;rment imported nets, ropes, fuel, 

lwber a:ld other zsccntial operatiom.1 supplies so that 

during 1946-1,4 ;~roduction approached 350,000 tons. HOVJ- 

ever, the aid '!3rograns 1 A imports of operational supplies 
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have been barely sufficient to ~&&-&$.n the industry and 

have not permitted its expansion, . 

U;?dcr curren t conditions, supplies and equipment, 

are being imported by Korean fishermen, UDCACK, and 

UXKRL A beginning has been made toward long range 

rehabilitation by import of 68 fishing boats by UNCACK 

and about 40 boats by Koreans. Plans of the government 

call for increase of production to at least 400,000 tons 

annually, by procurement of about 3,000 boats. By 

phasing over a period of 6 years the economy is expected 

to be able to finance such program, 

Poorer fishermen, constituting the bulk of guild 

mc&ership, find it etiremely difficult to secure nets 

and supplies. They can get little credit on reasonable 

terms. The central corporation is no 1OngCr operative. 

By putting up 20% cash the provincial unions of guilds 

and associations may apply to the bank for a loan to 

pay Office of Supply for aid goods Yrhich arc then trans- 

ported to their xnrehousas. The branch bank sells the 

supplies to fishermen for cash. 

The associations, using larger boats and equip- 

ment, are the heaviest producers. Individual members may 

obtain bank loans to pay for supplies. 

Exports of mwine products were restricted in early 

August 1951, at the direction of CINCFE. Restrictions were 

partially lifted in January 1952. Loss of market connections 

which resulted has adversely affected volume of exports. 

Restrictions were caused since canned fish was being 

imported for ROK Army use although local supplies of fish 

were being exported. 
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Japanese fishcrmcn have been barred from fishing 

areas adjacent to Korea since 1945 by the Wackrthur 

Line." In conferences now in progress between Korea 

and Japan, the problem is being discussed and Korea 

is hopeful of obtaining a satisfactory agreement. 
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jLvG&G3 LANDITJC-S OF I.%RIIE PRODUCTS 1932-1951 

UNIT: Metric Tons 

PERIOD _ 

1932-35 

1936-40 

194l-1945 

1946-49 

1950 

1951 

TOTkL 
FR?JSH FISH &RIIB PRODUCTS 

545,697 

506,063 

262,420 

244,494 

175,249 

209,403 276,9u, 

EXPORTS DUiUNG 1950 and 1951 

Unit: Metric Tons 

i+&$J) 
PRGDUCT dQ.IoulJT VALUE us g 

_ I 
Dried Cuttlefish 3,937 1,463,354 . 
Dried Anchovy 3,418 362,520 I 
Other Fish 1,340 564,865 

Laver 543 625,225 I 
kgzr Agar & 3ellyweed 267 335,133 

Other Seamed 834 263,364 

-- 

10,339 3,64,461 

659,823 

603,749 

342,1c12 

296,479 

219,376 

1951 
I 

Amm- VALUX us k I 

16 8,628 

296 78,375 

1,413 246,720 , 

370 1,120,517 

312 116,372 . 
2,805 654,277 

283 150,396 

5,395 2,375,285 
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Prepared by: &32. ALBERT H. SOLOMON 

%%Z&!Z?%~ision 
G5 (Civil Affairs) 
GHQ FEC/UNC 
9 April 1952 

I. BACKGROUND 

Under the pressure of war needs for mineral raw 

materials, the Japanese bore down heavily on 

colony of Korea, which was the nearest source of such 

materials. Japan, cut off from richer sources in 

Southeast Asia by Xllied Naval forces, subsidized 

heavily the Japanese mining companies which were in 

control of the mining industry in Korea. Marginal 

operations, which would not be self-supporting under 

normal conditions, were pushed to the limit of ppten- 

tial output. Thus Japan in 1944 drew peak production 

from Korea in a variety of minerals. Divided into 

their source, above and below the 38th parallel, 

Annex 1 attached, is a picture of the principai Korean 

mineral production at the peak of production. An 

analysis of Annex 1 sho"is that roughly 85 percent of 

the mineral tonnage and about the same percent of 

mineral value came from North Korea, while only about 

15 percent originated in South Korea. 

It would be misleading, however, to conclude that 

the mineral deposits of South Korea are not important 

to the economy of the Republic of Korea. Nor P,ould it 

be correct to conclude that the tonnages: produced in 

1944 in South Korea are $eprescn$:itive of the current 

potential.of the country. 
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II. PRE-WAR CONDlTIONS AND STATUS DURING HOSTILITIES 

During the period of Military Goverment ati uxier 

the Republic of Korea, up to June 1950, a gradual but 

substantial revival of mineral production ensued, 

principally in anthracite coal, graphite, tungsten, 
4 

gold and silver, and some of the other non-ferrous 

minerals, as well as the non-metnllics such as talc, 

fluorite, kaolin. The following table shows 1949 output 

for South Korea: 

Mineral Metric Tons Kilograms 

Coal, Atihracite 1,065,961 
Lignite 

Gold (Metal Content) 
60,185 

106.349 
Silver 11 11 588.~4 
Graphite, Crystalline 

Amorphous 39,z 
Tungsten (Concentrates) 
Wx= II % '(31 
Copper (Electrolytic) 308 
Lead (Concentrates) 179 (40~5Oa 
Molybdenite (Metal Content) 10.5 
Bismuth (Metal Content) 173.4 
Fluorite 1,230 
Talc 2,773 
Kaolin 5,988 

Source : Xining Rureau R3K (Percentages show grade) 

While 'this represented a substantial comeback for coal, 

graphite and tungsten mining, many mines remained caved, 

neglected and abandoned since the close of hostilities, 

the world market not btiing sufficiently high to support 

many operations which would normally be marginal, and 

public financing being limited. However, mineral exports 
- 

pre-war furnished one of the main sources of foreign ex- 

change for the new RepublYc, 

The result of hostilities was to effect the closing 

, of every major mine in South Korea, Many were damaged by 

air action,.fire, sabotage, theft of machinery and equip- 
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merit,. and the abandonment of pits by miners and operators 

alike.. Guerrilla action further discouraged return of 

miners to the mines, and interrupted operations by making 

demands for money, food and clothing on management, Fin- 

ancial backing of a private character was out of the 

question, and public funds were available in very limited 

anount s . Aside from damage to surface installations, 

almost every mine suffered cave-ins from rotting of timber 

supports, flooding due to breakdown of power for pumping 

equipent, and power was lacking for ventilation to main- 

tain safe working conditions in the mines. To bring men 

back to work at the mines, it was necessary to find them, 

obtain transportation for them,supply them with food 

rations,work clothing, and pay for services. It was also 

necessary to obtain transport for supplies and equipment, 

but almost all trucks had been confiscated by the ROK 

Armed Forces for military use, ard rail transport was 

scarce. 

III.. KEHABILIT1iTION OF CUL MmING 

Despite the shutdown of every major coal mine in the 

country at the commencement of hostilities, the critical 

need for coal for power, industry and damestic use, and 

the necessity for importing bituminous coal in large 

quantities (660,772 tons in 1949), indicated the need 

for a high priority in rehabilitation of this phase of 

the mining industry. The major source of power in South 

Korea in the preqar period was the Yongwol Steam Power 

Plant,. Kangwon-do, which produced a daily average of 

about 40,OGO KV in 1949. Power was needed to operate 

the tungsten mines and the critical need which developed 

for tungsten,.made it imperative to put the power plant 
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back into operation despite considerable war damage which 

reduced its output to less than 8,000 Ic(u' shortly after 

hostilities. But the primary source of coal for operation 

of this power plant was the Wchari Coal Mine, which had also 

been damaged seriously. The first step in rehabilitation, 

therefore, was the reopening of the Machari Coal Mine. In 

summer of 1951 only a few thousand tons of coal was in 

stockpile at the steam plant, and a danger arose of complete 

shutdown of the plant. The Eiunsung coal mine, Kyongsang- 

Pukto, which was the first major mine to ze-open, producing 

about 3,000 tons monthly since the spring of 1951, furnished 

scxne coal for the stockpile but the haul to Yongwolwas long 

and expensive, The Eachari, after much difficulty in prep- 

aration, started production about 1October 1951. Current 

pEcduction is about 300 tons daily, with a monthly output 

of about 8,000 tons. This has permitted sufficient power 

to be generated to run the tungsten mines(Sangdong and 

Dalsong are principal users of power). However, without 

further rehabilitation of both the power plant and the 

Macharimine, the partially rehabilitated potential of 

the Yongwol of 30,000 KVJ daily average, cannot be achieved, 

Meanwhile the Korean economy is being supported in nearv 

half of its current power needs by UN financed power barges. 

The Samchok, largest coal mine in South Korea, opened 

in November 1951, the Hwasun followed. Current output of 

coal, which is all anthracite, in South Korea is about 

40,000 tons monthly, still less than half of the pre-war 

production. A serious obstacle, however,. has arisen, 

to further increase in coal output: Accumulation of 

stockpiles due to lack of marketability in Korea, UN 

personnel are working with KOK Government agencies in 

finding a solution through briquetting of anthracite 
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with imported bituminous coal to make it usable on Korean 

Railways and in industry; also through the possible export 

of anthracite to Japan and import of cdditionzl bituminous 

coal in exchange,. 

IV. TUNGSTENMINING 

One of the major sources of foreign exchange for 

South Korea today is its export of tungsten concentrates 

which are purchased almost entirely by the U, S, Govern- 

ment for its strategic stockpile. Negotiations have just 

terminated in an agreement and purchase contract which 

. 

will permit an American management ccunpany to improve the 

efficiency of the operation and to supervise the construc- 

tion of a new mill which should double present output. 

Civil Assistance in Korea has given much help to this 

operation on a high priority basis, and is responsible in 

large measure for the comeback of these mines in the 

short space of time since the resumption in July of 

1951 of the major producer and several small operations. 

Current rate of output may double pre-war output in 1949.. 

V. GF&PHITE LND CrrHZRXINING 

Thousands of tons of graphite have been shipped to 

' Japan since re-opening of the major Wolmyong graphite 

mine in Chungchong MO. 

Copper ore, fluorspar, talc are being shipped from 

mines which have re-opened,.while gold and silver pr- 

duction has been encouraged by recent legislation per- 

mitting lease or purchase of govenment-owned gold and 

silver deposita and abandoned claims, and release from 

government controls over output. Some manganese and 

mica and other minerals are also moving, but the data 

furnished on these does not distinguish shipment of old 

stockpiles. 

UNCLASSIFIED 



UNCLASSlFlED 

L . 
-2)J kJa-- 

VI. OUTLOOK 

The job of Korean Economic kid is to furnish these 

mines with initial supplies ard equipment to start up 

operations, after which, if the operations are economical, 

they can support themselves usually from the first month's 

output sold. The method of control over foreign exchange 

by the ROK, and failure to coordinate with the KG program, 

poises an insurmountable difficulty in assuring full self- 

help by the RDK as required in our directives,, The result 

is a tendency to minimize the full needs of the mining in- 

dustry in programming such aid. Korean officials and 

mining operators are coming to Japan on their own to pur- 

chase supplies and machinery. While this is a healthy 

sign of growth of the industry, how much of the foreign 

exchange earnings of the mines goes back into rehabilitation 

of the mines is unknown and difficult to determine. This 

complicates any survey of needs to be furnished from CRIK 

funds. 
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Industry Advisor 
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Government Division 
G-j (Civil Affairs), 
GHQ, FJX/UI?C 
7 April 1952 

j 
INDUSTRY IN ~UTR KOREA 

, ********** 

I INTRODUCTION 

To present an outline of Korean industry, I shall state 

its current problem, give you a broad historical outline, 

touching on 'its general nature, the importance of household 

industry, labor, Japanese policy ; its condition at the end 

of the war in August 1945, the iactivities from 1945 to date 

anda summary incorporating our objectives and plans. 

II PROBIZM: 

Currently, the problem of Korean industry is to fur- 

nish a maximum of finished materials for military and 

civilian use, with emphasis given to the military. 

III HISTORY: 

The Japanese developed the peninsula of Korea as a part 

of an integrated economy encompassing anchuria, Korea and 

Japan. The accompanying map #l shows the six important con- 

centrations of power and industry in South Korea. These are 
f 

numbered in accordance with the original peak KVH demand. 

The largest industrial area was the Seoul-In&on area in 

which textiles, steel, heavy industry and rubber predominated. 

The second area embraced cement, ceramics and chemicals with 

mining the predominant power user. Pusan was next in line 

with the major industries covered by textiles, shipbuilding 

and a variety of light industries. The fourth area - Kwangju 

covered textiles. Kunsan, the fifth area, embraced pulp, 
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paper* metal processing and ehipbuilding. The sixth area - 

Taegu, covered textiles and light industries. Considering 

the entire peninsula the Japanese developed coal, power, iron 

and heavy industries north of the 38th parallel and to the 

south thereof developed light manufacturing such a8 textiles, 

machinery, pulp, paper, general chemicals, alcohol, ceramics, 

metal pI'oCe88iIlg and tobacco. As can be seen from the map, 

the major portion of South Korea was developed agriculturally. 

With Korea being absorbed as an integral part of the Japanese 

Empire, Korean indwtry developed into a mere link of a chain 

of production that included Manchuria and the Japanese home 

islands. A good example of this linkage is iron ore. The 

Japanese mined ore in North Korea, brought in more from 

Manchuria and also China, smelted it in Korea and shipped 

pig iron to the h ome islands, returning processed iron and 

steel to Korea in the form of machinery and tools. In a 

broad sense this development of Korea wa8 to supply the 

Japanese home islands withbasic product8 such a8 pig iron, 

raw silk andsilk cocoon8, cotton gr8ige good8 for further 

processing rather than the establishment of integrated 

industries in Korea. This development ha8 had a great sig- 

nificance since the division of the country.at the 38th 

parallel.' By this division, 85% of heavy industry is in the 

Borth and 75% of the light industry is in the South. The 

South has always been dependent upon the North because of the 

concentration of power generation. 

Household Industry: Prior to World War II, hOuSehOld 

industry was a major factor in production* This classification 

of industry comprises a wide variety of textiles, some types 

Of food prOCeSSiIIg, metal prOCeSSin@; and forest product8 SuCh 

a8 baskets, straw mate and bags. For example, in 1933, the 

gross value of household industry prodtr:tion was approtimately 

2 
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28% of the total value of all industrial production of 514 

million yen and with the large industrial expansion in the 

next six years, the value of household industry production 

;- 
in 1938 WaS approximately 29% of total Of 972 million yen. 

In other Words, for this six-year period household industry 

did not lose its relative position by industrial expansion 

but actually gained 1s. 

Labor: In 1922, the number of employee8 in Korean indus- 

trial establishments amounted to 4600 and with the Japanese 

development, this employment rose approximately 400% by 1938, 

namely 231,000 workers. However, in spite of this spectacular 

increase in employment during this 17-year period, the true 

picture of this 1938 industrial employment is that it was 

only 7-95 of the total workers in Japan Proper, though the 

population of Korea formed&out 33% of the population of 

Japanese Empire, At this point I will digress for a moment 

to compare the 1938 employubnt for all Korea with current 

activities. Currently, it is estimated that there are 

approximately 2,000,OOO people in South Korea depending on 

industrial employment for a livelihood, This current figure 

include8 worker8 and their dependents. 

PolicY: The fixed policy, during the entire Japanese 

domination of Korea, was to fill all administrative and 

technical position8 in government and industry with Japnese 

personnel only. During World \lar II, industrial maintenance 

was neglected and considerable equipment was scrapped for the 

war effort. 

IV CONDITION OF KOREAN IKDUSTRY - AUGUST 1943: 

With the occupation of South Korea and the repatriation 

of all Japanese, the policy previously in force was the 

direct cause of the shortage of trained Korean personnel in 

3 
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the fields of nanagement, planning,&hnology and operations, 

The remaining plants were neglected and a large part thereof 

were inoperable. Imported industrial material8 for the most 

were non-existent and the virtual disintegration of the 

industry in the last stages of the war left South Korea with 

a heritage of bankr@ and inoperable industries. Then in 

May 1948, the stoppage of power from North Korea left 

South Korea totally inadequate in power generation for it8 

needs, The majority of all the larger industrial plants were 

Japanese-owned and dth the founding of the BOK, these plants 

were acquired by the government,'$ing Classed a8 vested proper- 

ties. The plan is to tanafer them to private ownership, How- 

ever, from 1945 to date, to foster individual, and in 8oms 

cases collective political maneuvers, many of the important 

plant8 are still vested. This inheritance oreated a group 

of plant manager8 or administrator8 who were selected because 

of their political connection8 regardless of their industrial 

qualifications. 

V KOFUW INDUSTRY 1946 !PO lU!I%: 

As of November 1946, table #l gives a breakdown of 

52& plants into eleven group8 by industry, The total 

employment of these plants was 122,159 workers. The textile 
. 

-, industry accounted for approxinztely 128 of the total plants 

and 30% of the employment. The indu8tries next in turn were 

chemical8 and machinery and tools. These three industries 

comprised approximately 60% of the total industrial employ- 

ment and 39% of the total plants. 

Though the textile industry accounted for the largest 

share of factory employment in 1946, it was by no mean8 able 

to supply minimum needs, Ten year8 earlier, even with a 

lazger production, the industry had been able to provide 

4 
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only 41% of the textiles coneumed in Korea, The partition 

of the country at the 38th parallel and the cessation of 

trade tith the North, left South Korea in a critical position, 

owing to inoperable equipmnt or lack of raw rmterials, 

Military Government considered the textile situation of 

imuediate importance to Korean welfare and undertook to 

restore plant capacity and arrange for the import of U.S. raw 

cotton. Slow but satiefactory progress was made in rehabili- 

tating plants but raw cotton inports were uncertain and 

retarded production. In lats1947, Military Government took 

further steps to elrpand the industry and set an ambitious 

goal of 10 yards per person or a total of 190,000,000 yards, 

Yarn production increased tit cloth production did not and 

in 1947 and 1948 less cloth was produced thin in 1946, How- 

ever, not all yarn produced is consurmd in weaving; considerable 

quantities are used in a wide variety of other processing for 

industrial and consumer needs. 

The textile situation, as shown, was relatively favor- 

able but production in other industries was less satisfactory, 

although considerable had beenacconplished in the rehabili- 

tation of key industries, Facilities hadbeen set up for the 

production of such important comodities as bicycles, ball 

bearings, tin cans, nails, rope, shoes and tires. Household 

mnufacturing wan encouraged, contributing such important 

item as kitchen utensils and hardware. By late 1948, two 

small rolling tills, two wire-drawing nills, shipyards for 

reconstruction of fishing boats one pump mnufacturing plant, 

two nining equipmnt plants, factories for the nanufacturing 

of textile Epair parts and supplies, two locomtive works, 

plants for the rmnufacture of farm tools and machinery and 

transportation equipnent were placed into operation. Heavy 

industry in South Korea is in a peculiar position since its 

5 
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reqt&sments 8re less than they had been under Japanese r-u&e. 

As a single economic unit it must mininize outside assistance 

as evidenced by the =A budget of 1950. This budget amounted 

to $~O,OOO,OOO of which 80% was scheduled-for consumer 

goods over and abow those produced in KOr8a in addition to 

raw materiaLa, replacement parts, fertilizer and petroleum 

producta. The 20s bdb~ce was insufficieti to perUi$ the 

plan&g of additions to industrial capaciky. 

In table #2, a comparison is given of the production 

of the calendar years 1348, 1949, and 1950, During this 

three-year period allcloth production amounted to 188,571,OOO 

yards or a yearly average of 62,857.,000 *.-y&r&; rubber shoes 
I--. amounted to 82,609,OOOpalrz or a yearly average of 27,536,000 

pairs; soap amountedto.l1,531 M/T .or.a yearly average of 

3,843 M/P, cement -8d to %,865 M/T Or a Sear& a=‘=@ 

Of 18,955 M/T& These four fi8Ek8 -8 a good cross-section of / 
Koreanpmductionbeing inadeqtmsteto meet.riIininUriI reqtlirem8ntS~ 

With a current population of 22,000,OOO an"aearage yearly . 
_ production of 62,857~XW prds of 'cloth would permit only 

2.85 yards per capita. _ Sincelthe start of the Korean war, 

the.~qui.r~nts of the KoreanArmed Forces have increased 

the 4otal need far bsycnd nor&L. AU other commodities of 

any.importence are in the same relative position. 

‘\ With ths invasion of South Eorea; $a June 1950, iqortant 

industrial areas in and around Seoul, fnchon, Yongdong-Po 

and.Taejon were wry nearly destroyed. Sane equipment was 

safe-havened and to a large extent has been re-installed. 

InduatriaL production for 1951 suffered accordingly, more 

from disrtlption due to war and power failure than from lack 

Of.@orted raw materials and production recorda are not 

complete to.date. 

‘\ Drying the period i$ September 19ti to 30 September 1951, 

the total amount of civilian relief goods furnished to Korea 

6 



via U.S. aid is valued at approximately $;119,On,581. Of 

this total value approximately 48% was for commodities to 

1.1. 

-4 
L,’ 

/-‘ 

implement production in Korea or to supplement its inadequate 

production. In table #3, RCK Armed Forces requirements sup- 

plied by the U.S., over and above those manufactured in 

Korea amounts to $8,395,782 for USPY 51, at which time there 

was no official program whereas in table 94, the USE'Y 52 

programf or supplying military requirements amounts to approx+ 

i=tely $35,&9,250 l The impact of the war upon Korean 

industry has developed far greater deficiencies than previ- 

ously and is best illustrated by the total military require- 

ment of 45,422,OOO yards cloth and 8,165,700 pounds yam at 

a total value of $23,133,128 or 68% of the total program. 

This program does not include purely military items such as 

ordnance. The CRIK supplies prodming approximately 

62,857,OOO yards of cloth via Korean production plus 45,422,OOC 

yards furnished to RCK Armed Forces from military appropria- 

tions total lC8,279,000 yards. This total is 72% in excess 

of the total Korean cloth production, Otheb commodities such 

as paper, rubber products, biscuits, mess kits and aluminum 

productsare affected similarly. 

VI SUMMARY: 

Normally, Korea is a poor country, as well as a deficit 

country with a low standard of living. Its heritage from the 

Japanese, industrially speaking, was in pitiful physical con- 

dition as well as being bankrupt. To heap more on Korea's 

shoulders, the present war has added manifold problems and 

conditions. Currently, however, Korean industry is f aced with 

need for rehabilitation of pl=ants and equipment, lack of 
I 

indigenous raw materials, lack of managemnt, lack of mnu- 

factWing technique, lack of preventative maintenance, lack 

7 
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of labor training, power failure and difficulties of receiv- 

ing .foreign raw materiols. Very little, ff any of its i&us- 

trial production is of a quality acceptable in the world 

markets and even if it were, is required for its own survival 

at this time. 

In facing these problems, the objective is to implement 

Korean production to furnish a maximum of finished rtaterials 

in order to utilize the Korean economy as much as possible 

with the resultant effect vf reducing U.S. aid to a minimum. 

Plans are being developed totrain Korean personnel in 

management, mantiacturingt~chnique, maintenance, production 

and quality control to increase efficiency and production. 

Projectsse planned to develop exportable products and the use 

of indigenous for imported materials. One of the prime needs 

in these projects is to deV8lOp the Korean economy to 

become as self-sustaining as possible, 

Kvery effort iebing applied to co-ordinate the efforts 

of the U.S. aid supplied with the operations within the ROK 

Government to prevent loss of production caused by lack of 

appropriated whan funds to support the industrial effort. 

This is partfcularly tnre for military reqqrem8nts. 

To attract foreign capital in order to further develop 

Korean industry will require a stable government, stable 

currency and satisfactory exchange control. 

8 
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IHDtJSTRULJLANTS IN 9-A AS OF NW'J?4BER 1946 

No. bf 
i P@llt+s 

Tertflias 
Ghemfmls 
Hbglbinss end Tcols 
Ceramiae and Cement 
WeMliC 

Food hOC8t3I+f# 
Iumber and Woodworking 
Englnqu%ng and Comtmction 
Printing and Binding 
Mis a8llaneolls 

Electricity, Oas, Water 

61 

57 z 
f37f3 

G 
76 
5g4 
175 
2j- 
15 i! 

J!! 
5249 

Percentage 
cf Plants 

by 
Industry 

Nuder of 
- OJbrkerrJ 

IEmployed 

11.7 
10.9 
16.6 
13.9 
945 

13.s 
11.1 
3.3 

‘w4 
3*3 

. lb5 
lOOI 

UNCLASSIFIED 

36,269 
19,171 
17. 4 

3 
I: Bg6i! 
g:393 
6,502 

2% 
$932 
2,;711, 

122,159 

_ ‘ . I\. 
, . ,! ), -9b 

Percentage of workers 
Employed by 

Industry 

29.8 
15.7 
14.2 

E 69 
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Paper 

Leather 

Oil and Fat 

Ohemicale 

.Induet~ COlUllOdtt~ 
/ 

Textile Ootton Cloth woven 
Silk amd &ym(Ylotb Woven 
Wool Oloth woven 
Hemp Cloth woven 

Total Oloth 
\ 

. Bubber Show 

0' 
'I!frea and Tube@ 
Belt 

unit 

1000 Ed yds 
100osqyde 
~~ rqJtde 
low eqyds 

1ooo ru P 
loo0 0 
loo0 ply inch 

Paper 

Leather 

Paint 
soap 
Oandlse 

M/T 

UQ ft 

M/T 
M/T 
M/T 

Mat&es Box 
@men 1oooOuM 
Zinc Gxlde M/T 
Sulf'urio Aoid M/T 
Oe~~~tlo Soda WT 
Otiolum Carbide M/T 

UNCLASSIFIED 
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1948 
27,626 
12,918 

Ia3 
1 

Jzi?F t 2 

28,803 
561 

9,991 

.3,247 

63.564 

mo 
3870 

0 

W54a 

44: 
1, 69 

k 33 
2,991 

g ,419 

180,107 69.&u 

1,000 
5.043 

70,405 48,587 
?35 
620 

599 
200 

1,536 300 
. a;500 0 

2.1% 2,167 

2% 293 
210 

19.199 

5&l 

W 
2,620 

so6 



1qdustry 

lhlsl 

Commodity 

Ooal Briquette 
Coke 
Denatured Alcohol 

Ceramios Pottery and Poraelaln 
Ref'ractory Brick 
Brick 
Cement 
Ehamel Ware 
Glass 

Irr Lead Pencil 

Food soy sauce 
Bean Paste 

Printing Magazine and Book each 0 17,230,100 
Newspaper each 0 
Note Book each 

113,000,000 
0 42,OOO;OOO 

Metal Processing Iron and Steel 
Nail 
Ocpper Ingot 
Leadpipe and Borts 
Alumbum 
CtUlS 

UNCiASSlFlED 

TABU #2 (Conth=d) 

1000 pcs 
NT 
hi/T 
WT 
1000 pcs 
M/h 
Doz 

Xl% 
1000 l& 

M/T 
b/T 
w 'p 
M/T 
M/T 
1000 CEulS 

194s 

76.724 
10,971 

3832 

ii, 270 

G: 1 T i 22, 85 
920 

6.0~0 
51494 

15,921 
2.970 

7,604 

51: 
0 
0 
0 

w2 &2!z 
16ww 
11,514 

67,178 

s.660 
5,478 

0 

~258?3 
g&Q 

ll2,mo 
24,132 

905 
22,100 

14&o 

1 9 
28 

39 
* 99 

7,600 
10,048 

600 

Ez:E 

13,314 
23,926 

w3g 
10,125 

B.A. 
N.A. 

9,230 
3,000 
'-Jo8 
720 
400 

2,135 

p&J 

N.X. 
480 
240 

3,600 
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Machinery 

UNCLASSIFIED 

TABLE lr)2 ((llontlmed) 

thiit 

H/T 
M/T 
WIT 
WT 

#: 
saeh 
emah 

ii? 
each 
M/T 
eaoh 
0 
BP 
HP 
each 

.fP 
WI 
WlT 
1000 each 
1000 each 
1000 each 
1000 each 
M/T 
1000 each 

Xi!!? xl!!2 
0 500 
0 400 
0 15 
0 25 
0 267 
0 
0 -& 

16 15 
2a- 

8 
376 

5,392 

2, 9"1" 3 
16,350 

370 1,* 
20;256 

57% 

3% 
21 

~ 4 
;: 52 
10 
16 
27 

1,gg9 

3B! 
240 
Jo0 
12 
18 

180 

1,s 
41.L 
ah+ 
&Am 

6 
2, 0% 
6,og 

15, A. 
N,L 
13.A. 
%.A. 

180; 

102 
26 

it 
1,615 
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Machinery 

gommodit~ 

Transformers 

Wonopoly 

G 

Sourcei 

notoru 
Storage Battery 
Dry Battery 
XLeatrlo Wire 
Sockets 
Electrio Weter 

Salt 
T?baoco 

Bank of Korea 

UNCLASSIFIED 
TABS #2 (Oontinued) 

qnit 

e&Lab 
ealh 
emh 
eaah 
0 
eaah 
each 

UNCLASSlFiED 

1,959 

3.628 P 
170, 86 

i 15 
24,241 
5410 

96.135 
11,136 

@!!I 
g63 
76 

2,402 
270;. 37 

% 12 
5W90 
3.970 

190.301 
13,647 

1950 

2; 
1,993 l+LYJ~ 

17g 
13.s73 
1,838 

175,245 
9,990 

. 
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Aluminum Alloy ingot 
Biscuits 
ghaki 'pwiu 6 OS ootton 
Sheeting Cotton 
cotton Padding 
stenoa Ink 
cigarettes 
Raw Rubber 
Solder 
Thread 
Thread 
Worsted Yarn 

UNCLASSIFIED 

TABLE #3 

US FY ~1MATBRQJLS SUPPLIED TO ROK A@@D $oB@S 

Unit 
M/T 
lOO0 bags 
1000 yda 
l.ooo a- 
1000 me 

cpallti tg 

6 
188,500 

1,100 
297d=Q 

Jw3- 
valpe $ 

1,423, 20 
24 1.792, 3 

w%ogo 
1,425,oQO 
L~w!?O 

870 
88,24 

492.91 z 
1599QQ 
8,350 

.1,852 
73s,16q 
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Alundnumdlloy Ingot 
Biecdt 
Rlt tam, various 
Webbing, Belt 
Caustic soda 
Cotton Broadaloth 4 o% 
ghagi ~11 6.5 a 8 01, Cotton 
Cotton Bheetillg 
Cloth Wool 
cloth, WOOi & oOtbOXI 
Oott on Padding 
witon Iha& 
Ijraeer Pencil 
Flour *eat 
Hook, Bye and washer 
Stenoil Ink 
km3 K¶.t 
Leather 
Tin Lide 
Vegetable Oil 
Leavening 
Pencil@ 
Pen Pointis UNCLASSIFIED 

lb 
u>oobg 
1000 
each 

2 
1000 yd 
1000 yd 
loo0 yd 
1ooo ya 
1000 yd 
mea ga 
eat& 
1000 bg 
l.OOO'ea& 

$0 each 
1000 eq ft 
I.000 each 
1OOOlb 
1Om lb 
1000 a0s 

P rogram 
iiE?gu 

37.;705 
176 

2,743 
45,066 

1,422 
170 
72 

36.4~ 

Value $ 

3 6.56 
e 17,492 

"5p; 

42: 51 z 
&9(J6 

14v647.278 
‘bX’8.379 

95%796 
*,.32Q 

h56%3?35 
3~9,684 

1.15 
16,200 
21,156 

t 
,252 

T9 4-2 
1,113,085 

~~2:~ 
170:2b 
14,530 
16,001 

- 



Pwer, various 
Paper, various 
Paper, various 
Olgarettee 

.:. Bear Rubber 
Lard, Shortening 
sotq 4 00 c0ke 
Solder . . . . . . iI,.__. I 

s Starch 
Susar 
Thread, various 

* Cotton Yarn, varloue 
Worst8 a Yarn 
Rat Trap 
Stearic &id 
Aacelerator 
Anti03tiatd Powder 
hntu 
Calaium Carbonate 
Carbon Blaok 

UNCLASSIFIED 

1OOOPkg 
1000 sheets 
roll, var 

Ei :F? 
1OOQ lb 
1000 cake 
1000 lb 
1000 lb 
1000 lb 
1000 lb 
1000 epools 
1000 lb 
1000 lb 
NO0 lb 
1000 lb 
each 
M/T 
*P 
M/f 

'Can 
1000 lb 
M/T . 

TABLE # (Continued) 
. 

77 
0 177.71 

.59 
4.72 

288. 

g. 
1*5l6 

607 
370 

1,184 
490 

1,153 
5,052 
3,113 
6 igoo 

10 
17 
17 

7,500 
3;2f.m 

66 

4 Value 

39,073 
35~ 6 

i.3 923.3 
~53.6~3 

=,695 
86.688 

1,392 
6w79 

227,472 

1.944,237 
707.528 

375 
4,945 

27.. 900 
s-425 
13.5~ 
27,163 
10,996 
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POWER FACILITIES IN REPUBLIC OI? KORIU 

* * * * * * * * *’ * * * * * * 

I. BACKGROUND: 

The Japanese made a full utilization of the natural power 

resources of the country during their possession of Korea. At 

this time, the Yongwol Steam Power Plant,'Kangwon-do, was used 

as a standby, since large hydro-electric power plants like the 

Whachon north of the 38th parallel could supply hydra power at 

lower cost. When the North Korean Government shut *off power 

supply to South Korea in Hay 1948, this steam plant became the 

major sauce of electric power for South Korea instead of a 

standby plant, Before the shutoff of power from North Korea, 

South Korea was generating a daily average of ebout 45,000 KW, 

and North Korea furnished about 57,000 KW, making a total to 

meet the needs of the developing economy in April 1948 of 

102,000 KW. -A comparison of the monthly power supply in 

South Korea in April 1948 with 1949 is as follows: 

Comparison of Monthly Power Sun& 
in South Korea, April F 
and Monthly Average :L$$ 

(unit:. Kw) 

Source of Power ----v April 1948 Monthly Average 1949 

Power Barges 8,000 15:ooo 
Steam Power Plants 8,000 
Hydro-electric Plants. 29,000 

?Jorth Korea 

It has been estimated that the load, capacity necessary after 

a full rehabilitation of the South Korean economy is about 

200,000 Kw; 



.- 
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Power Zacil#ties :ia Republic of Korea,, Conttd- 

After, the ravages of the Korean Whr had .been. felt, .lri 

February 1951, .South gorea had available oaly 16,900 KW, iA- 

eluding ‘power generated..by power barges. furnished by the UN 

Command on a temporary basis, Ikmage inflicted on, various 

plants IAcluaiAg traAomiss1oa UAee aAd 8witcbing stations 

has been estimated at about Won- .&2 billion ($7 millioa). In 

addition, war operatlom, sabotage, theft destroyed aAd emp- 

tied power plant warehouses, 

III. CIIRRBNT SOURCES OF POWSTi G3BE&TIW 

SUbStaAtially all indigenous sources of power are 

vested properties and operated by the Korean Elect!klc power 

Company, t&e government COrpOIBtfOA controlling power genei 

ZYitiOA. Two gOWITUlk?At COrpo~tlonS~ control distribution: 

The South Korea Electric Co, and the Seoul Electric Co.. The 

generating company runs the Chongpyong, ,UM.m, Ohilbo and 

Posaag Eydro-electric power plants end the Yongwol,.Pusan 

and Begin-ri (and the partly private Kwangju) steam plants, 

The UNC furnishee the power barges, Impedance and Jacona and 

the power ship Sarmac, for joint milltary4ivilian use to 

srrpplement indigenous eoubces, but this power is costly, in- 

volving Import of petroleum, American management and technic- 

ians and expensive equipment,, which cannot be justified except 

on, the basis of an emergency supply, largely for military 

purpo 888,. (Monthly cost,, $qo,000) 

Present power generatloa (Umsh 1952)’ amounts..to a 

daily average of 64,OOC. XW;. of.,v&ich. about 60 percent is 

from indigenous sources, the balance from UB povmr barges. 



Power Paci1StSe.s 1~ Republic of Korea, &At’d 

While th$s .represents an increase in the proportioq of 

iAdigenOU6 power over power barge u,ee eince .Ja~uary 1951, 
‘. 

the total output is stQ3. far from the total mlninnrm need 

of the Korean economy eveA Sn its presest rtatus of relatively 

low ‘industrial activity. 

~OiiOWfng i6 the power geAsrV%tiOA picture for the period 

l-g MELrch 19524 

2a?E 
Steam 

Plant 

Tanglnhl 
Kwsng3U 

Hydra: 

Power Impedance 
Barges : Jacona 

Daily sLverage(KW) 

.17,000 

9:E 
785. 

5.~0 
3,ooo 

Shut&m 
1,100 

Totals 

27,085 

9,100 

13.500 
13,500 
1,400 

Total power generation for 
South Korea 

28,400 

64,585 lm 

The above is not a aor&@ picture a0 to the hydro electric 

plants rbce this is the low water season. Chongpyong plant, 

for example, should average about 15,000 KW the year rouAd. 

So that, due to the low hydra-power generation, the load falls 

,-. OA the Yongwol 6team plant and the larger power barges. Before 

the Yongwol plant can be depended upon to relfeve the power 

barges, the Machari coal tine must furnish much more coal than 

it6 paTSent rate Of about 300 tOAs daily, UiACe that mine fS 

the principal source of coal ,for steam-generated power at the 

YOAgWl pklt . 
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Pqwer Facilities fa Republic of Korea, Contrd.. 

IV. lWUBIL~T/iTIOK PBOGBKSS AND PUNS 

Rebuilding of. the Yongwol has conti-aued since la.st 

summer but .actual rebahklitatlqn An-any s@stant4al..senee 

met await a survey soon ,to be made. by GHe; Japanese and 

Koresn engineers e the assembling of a list of materials and’ 

specifications, and the letting, of a contract .fo.r the.. 

machinery and equipment neceaeary to complete the *fi.rst:,. 

phases of rehabilitation to bring the plant up to a poten- 

tial of 30,000 XW. After all plan8 for repair to existing 

facilitier, have been completed, the best that South Korea 

can degelop as Indigenous power from these facilities would 

average about 70,000 IW. With the aid of the power barges, . 

Impedance and Jacona, It would be possible then to bring the I 

output of power up to what it *s in April 1948 just prioi .to 

the shutoff from Korth Korea, What are the prospects of Ufting 

the load qf the power barges from the shoulders of the UmP 

The most obvkus, assuming the signing. of an armistice, 

1s the. Whachon IQaro electrla plant, which prior to the war 

was one of the principal sources of power generation in all of 

Ewea,, with an amilable potential of about 60,ooO. KW, although 

designed capacity ran clorrer to lOO,OOO KW. This plant, with 

the huge Whachoa reservoir fed by the Pukhan River, is eAti2Vd.y 

within the proposed UKC tone north of the jBth parallel. The 

Korean Electric Power Go., realislng the importance. of this . 

source of ready power, is evp~ now, with .the aid of lighth 

Army (UNWK) personnel, taking active steps to survey needa . 
of, the plant and make plans for prompt rehabilitation, It 

should be. remembered, however, _ t@t several months ago two 

4 
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Power !!acilftier in Republic of Korea, 6ont’d 

of Its transfomers were rzoved to the Yoi~gwol stem plant end 

the Tae jon substatlon~ Complete rehabilitation, accord.ing to 

the power company official6 , wOl&i hkt3~ Ehut 9 nonths, When 

completed, It is even possible that the capacity of the hong- 

pyong hydra plant, which ie fed fion the same water supply, mey 

be enlarged, Imed$ate planr for khablUtation can develop 

about 30,000 KW in 5-6 mnths at Uhachon. 

Other plasm of the Korean power coqany fnvolve new 

coastmotion of thme stem plants, one large hydra plant 

and three mall plantr, ana the completfon of the $umjiAgaAg 

hydra plant started under the Japanese. The total cost of 

this Hfive-yeslcplm” intended to develop an additionaL out- 

put of about lO~,ooO KW, Is ectlmated at Won 248 billion. 

The expenditure o f laige Suma on the Whachon ia the 

absence of the ei@ng of' an. iinnlstfce does not appetir juiti- 

fled a8 it is subject to the tacti.ca& rituatfon which Is epeis- 

changing fn that area. ~8 to .the projects Included in the 

Rfive-year-plann these should be earef’ully surveyed by power. 

plant eite englneers,. and rtudlee made of relattve potential. 

coatis.. A reparate ~~norandunl Is being prepared on the pro- 

posed project.6 Included in the wflve-year-planH. 

On a higher priority then my “f ixre-year-plan* for 

new conetruatlon, 1s the &mediate necessity of rehabllit- 

atlng and improvIng the tranmlselon of power in all of, I 

South Kores... Power;,losses are estlaated at 33’1/3$ or’ 

higher ih maat area@ due tn defective t~cl&ksfi>n facii%tieei. 

Two tire drawlag pla~f6~ have been Bet up,., one at Pm&n,.. the. 

5. 
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Power Facilftles in Republic of Korep, Ccsnt'd 

other near Seoul, to relieve the pressure on i,qort of copper 

wire by using scrap and izported ingots,. However, the world- 

wide shortage of copper will.slow down atteqts to rehabilitate 

the transoission lines of the electric cmpanies.. The same 

group of engineers which is to survey repairs advisable to 

existing fscilities, will mke recommendations on the rehabill- 

tetion of the t~~ansmlssion lines and substations. 

UNCLAWFIED 
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LAXD 'lRARSPORTATICXV IiT SOUTH KORZA 

transportation in Korea I would like to 
. 

itouch on the background, which to a large extent is re- 

sponsible for many of the present transportation problems, 

some of the difficulties encountered prior to the present 

conflict, problems we are facing now and how we are trying 

to solve them, At present the major problems are shortage 

of equipment, shortage of supplies, shortage of adequate 

management , shortage of trained operational and main- 

tenance personnel and damage due to the war action. . 

II. G2ixnAL 

Prom time immemorial, Koreans transported practically 

all of the overland commerce of their country on their 

backs or on their heads. This condition continued until 

the Japanese made their first bid for empire at the turn 

of the century. 

The country was a spider web of footpaths and trails, 

incapable of accommodating wheeled vehicles. Animals were 

far too valuable to be used to any great extent for doing 

anything that could be done by human beings, who were cheap, 

$e:~tlf-iL and easily replaced. The people of Korea were 

born, lived and died in their own villages, and only an in- 

finitisimal number of them ever travelled beyond the adjacent 

villages, the vast majority probably staying within a radius 

of ten miles of their birthplaces for the entire span of their 

lives. Until the present war dislocation, this continued to 
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be true of more than half the population of the country, 

This pattern is an important underlying reason for the 
- 

manifold difficulties facing Korean transportation tod-ay, 

Modern transportation WLS brought to Korea by the 

Japanese as a military necessity* The best deepwater 

port of the -country is at Pusan on the southwast tip of 

the peninsula. Coincidentally, Pusan is the nearest 

point in Korea to Japan, being separated by the straits 

of Korea, less t-ban 100 miles wide, In order to transport 

soldier6 and Iflilitm supplies, Japan made g forced "agree- 

ments with the Korean Emperor, took over the port of Pusan 

j and started a rail line to the Nanchurian border. 

I 
I ’ 

III, R&u 

Railroads in Korea provide the major transportation 

medium of the country. Military rather than economic 

considerations governed the construction of the rail net. 

The major lines were extended generally northwest-south- 

east in order to carry troops and supplies from Pusan to 

MaIlchurIEa. This trend was further influenced by the 

mountainous terrain. The roadbeds were well built and 

with minor exceptions &rc standard-gauge (4' e"). 

Equipment is similar to that used in America. Most of 

the equipment was built in Japan but was patterned after 

Americs~ models. 

The main railroad line of South Korea is the-%unk 

Line from Seoul via Taejon and Taegu to Pusan, a distance 

of 279.9 miles. An extention of this line continues 

north to P'yongyang end Manchuria. An alternate Seoul- 

Pusan line runs further to the east through Chechon and 

Andong, A third route extends south from Seoul to Mokp'o 

on the Southwest coast. Thoro are no direct trans- 

peninsular lines, although a line leading eastward from 

Seoul to the Samchok area has .bcen discussed. 
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During the Japanese occupation, all top positions in 

railroad management., cn,$nccring and operations were held 

by Japaricso, as were ei&ty pcrc3nt of the jobs for minor 

te&nicians, foremen and shift bosses. The American oc-, 

cupation authorities, in response to the intensely 

nationalistic urgings of the Groan people, evacuated 

all Japanese nationals south of the 38th Parallel, in- 

cluding 17,500 Japanese engaged in rail operations in 

the American zone, The railroad system remained, but 

almost literxally, there was nobody to operate it. bierican 

Army Bailway Battalions were rushed into service to carry 

on the operations necessary to the military occupation, 

but there were not enough personnel to replace even ten 

percent of the 17,500 Japanese, There were virtually no 

qualified Koreans available. Eoreans were trained but 

because of izgyage difficulties and limited number of 

instructors progess was limited. owing to inadequate 

maintenance, the railroads were in a state of extreme 

delapidation and disrepair at the time cf the Japanese 

surrender, 

Until 1949 assistance was given the railroads through 

IIiARIoA, In January 1949, EGA took over assistance and 

continued until the present conflict. At the present 

time assistance is being furnished by Eighth Army. The 

Korean railroads were desi,ned for and operated on 

Japanese supplies which came from Japan and Manchuria, 

Few domestic items could be used. As a result, coal, 

equipment, parts, electrical signal apparatus, special 

tools and many other vital items must be imported. 

The railroads made major strides in rehabilitation 

and operating efficiency during the period 1946 - 50. 
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A comparison of freight movement over railroads by fiscjl 

year shows that during t,his period the total freight hauled 

in terms of ton-tilometors increased 103.6 percent. 

With the withdrawal of the UX Forces into the perimeter 

most of the lines and equipment outside the perimeter were 

destrajred or badly damaged either by the UN Forces as they 

withdrew or as a result of war action, As a result there 

was a shortage of all types of supplies and equipment when 

the UN Forces moved north again, In order to move neces- 

sary men and supplies it was necessary for the U. S, Army 

to furnish engines, CZE3, rails, bridges, ties, coal and 

other supplies to repair facilities Land also to furnish 

personnel to assist in operatfng the trains. The U. S. 

BnqlJ between Scptembe r 1950 and IMarch 1952 furnished over 

lE,OOO,OOO dollars worth of rolling stock and parts. As 

of tb end of Dcccmbor 1950 ECA had furnished over 3,180,OOO 

dollars worth of railway equipment and repairs. This amounts 

to over 21,000,OOO dollars worth of equipment delivered to 

Korea since 1948. At present a large additional amount is 

under contract, or awaiting transportation to Eorea. 

Since the break out from the perimeter the primary con- 

sideration in rebuilding as well as operating the rail- 

roads has been militeJ necessity, Wherever possible this 

has been combined with the long range planning for rcha~il- 

itation of the railroads for peacetime use, Where bridges 

are to be replaced in places where they are required for 

future use a heavy more permanent type of construction is 

used rather than the light te.mparaq type used for temporary 

repairs or Q-passes. A similar situation exists with regard 

to repair facilities and trafiks, 
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From June 1950 until the present, the United Nations 

Forces Ahave been furnishing supFlies and eqtippmcnt to the 

Korean Rational Railway without charge. Since the break- 

out, of military necessity they have furnished most of the 

supplies and equipment, They have =also beea paying for 

transportation at the current rates. In addition they 

ham furnished rice as an incentive to the Korean rail- 

wcay wo rke rs , and have paid the laborers for recomtrbion 

of the track in forward areas. In January 1952 the trans- 

portation bill amounted to about one million dollars, the 

coal bill to one million two-hundred thirty thouspznd dol- 

lars and the rice 5111 to one hundred twenty-five thous,and 

c?ollars, In a speech before the Rore,an Xational Assembly 

on 15 January 1952, the Finance Minister stated that the 

expected income from the railroad in the next fiscal year 

would Se lf7;4 billion &an, At the current rate of ex- 

change of six thousand whan to one dollar, t-his would 

amount to about 19,567,OOO dollars. This income is really 

at the expanse of the KC, In addition the railroads are 

carrying domestic freight and pnssengors at much below 

actual cost and this is an additional burden on the WC. 

This condition requires correction and a pku is currsntly 

underww to negotiate a contract with the KNR to charge for 

all supplies and equipment furnished by the United Nations 

and to deduct this from the transportation bill, This 

action will require a revision of transportation rates 

but should decrease the cost to the United States and 

eliminate concealed subsidies. 

IT{. BeA 

%e basic road ;lOtwork in Eorea is almost entirely 

the result of Japcaesc construction sclzd planning. Prior 

to the Japanese occupation, routes were practically 
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impassable to wheeled traffic and tix few bridges were 

subject to almost annual washouts during the flood season, 

The initial aim of Japanese read construction was to 

open the rice-ric3 districts of the South and southwest 

by building roads connecting the interior with rail- 

roads or seaports, This network continued tc develop as 

Japan consolidated her hold throughout the peninsula, and, 

upon assuming control of &,nchuria, road construction was 

pushed to provide ovorl,and access to the newly acquired 

territory as well as to serve the expard>ng industries 

of Dorthcrn Korea,, 

The most important througbroutes in all Korea con- 

verge at Seoul, forming a large sXn that extends cross- 

country from Sinui.ju to Fusen and from Onsong to Mokp'o, 

.A ilOrth-S outh route paralleling the east coast extends 

from %xxan in southern Korea to YonsCan in northern Horea. 

Because of terrain conditions the hi&weys have not been 

eqccted to attain equal status with the railroads. 

Since short city-to-city hauls rather than long freight 

hauls were considered in road Tlanning, the best roads 

in Korea arc those lea?!ir.~ from production centers to 

seaports or rail tmns-shipment points. 

Highways and roads in south Korea have undergone many 

improvements since the beginning of hos&ilities in June 

1950, United Uations en&icccrs have widez~ed sevsral of 

the m&i routes .e.zd im-roved the conditions of others. 

I&r damage has nccessitstcd construction of b;r-passes on 

many of the main routes ail% because of the heavy lo&s 

mexy bridges have beer replaced. or strengthened. 

With the exception of a few hard-surfaced stretches 

near larger cities and ports, Korean roads are unpaved 
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and are surfaced dth gravel or earth, Most of the main 

routes have a stone base, toppod with gravel. 

Tho early motor Wansport in Korea consisted mostly 

of busses but in 1925, under Jap,anose supervision, a 

trucking business was csi;ablished, The business showed 

a profit and the Japanese took over more control and 

expanded it, In 1944 a number of companies consolidated 

to form the Maruni Trucking Company. Eighty percent of 

the investment, both in cash ,an.d material, was Japanese. 

The company was under the direction of the Government 

end no truck could be dispatched xiLess the local police, 

carrying out the Governor-General's orders, so dictated. 

During the period 1941-44 all private bus companies 

were consolidated into Provincial 3~s Companies, In 

South Korea, service was maintained by 14 bus companies. 

Fare charges and routes of travel were approved by the 

Motor Vehicle Section of the Government,. Distribution 

of parts and supplies were effected through the Korean 

dtiomobile Corpaty after approv<al by the Motor Vehicle 

Section, 

Vith the liberation of Rore& cant the bre,ak$own of 

motor tmnsportztion control. The Japanese destroyed 

,211 available records and the only information that 

could be obtained was from the few Japanese heads left, 

These, as well as the other Japanese tec,hicians <and 

worhrs, were repatriated to Japan and as a result there 

were no trained personnel left to continue operations, 

An attempt was m&e to replace key personnel with U, S. 

Army bfficers but due to demobilization there was a 

very fast turnover and the number of' personnel was 

sharply reduced. An attempt was made to organize a 

Rorc,en Bureau of Iii&my tr,--usportntion but this was not 
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successful until March of 1948 when the organization was . 

approved by the G.lLtary ravernor. 

The exact number of trucks in operation as of October 

i-945 is not known but it is estimated at approximately 

five hundred vehicles, mostly in the Seoul and Pusan 

areas. Ali of the equipment was in poor condition and 

the employees were dazed and bewildered. Immediate 

steps were taken to improve operating conditions. Parts 

were obtained from captured Japanese stocks and about 30 

Japanese Army trucks were turned over to the Company. Ey 

February 1946 the company had 1,500 trucks, and vehicles 

were available for hauling in ~11 cities of strategic 

importance in South Korea. Peak operations showed 

147,700 tons hauled in March 1946 and 133,751 tons hauled 

in May 1947. Additional equipment was obtained from 

the U. S. Army in 1948 and additional parts and suppiiea 

were furnished by ECA. 

When the UN Forces Gthdrew into the perimeter in 

1950 z large pzrt of the motor transport was damaged or 

destroyed. After the bre.:kout it was necessary for the 

United Nations to furnish trucks, parts and supplies to 

the Kcrezns in order to move supplies necessary to feed 

the population. As the action moved north additional 

vehicles were required. Between September 1950 and 

tiarch 1952 the U, S. Army furnished over 1,835,GtIO dollars 

worth of vehicles and pxts. As of the end of December 

1950 the ECA had furnished over 989,000 dollars worth of 

vehicles and parts. 

After the breakout a * serious condition developed. 

The *R.OK Army and Police required vehicles to move men 

and supplies and, in order to get them, requisitioned 

private vehicles. Because of the serious shortage nearly 
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a11 vehicles were tsken ov?r by the Army .snd the Police, 

and civilian trnnspcrt camt to a stop. The situation 

became so critical th:it 2n order ws fin:zlly issued by 

the Korean Government prohibiting the Army hind the Police 

f rcxn reyuesitioning zdditisnal vehicles. 

To a certain extent this order has Aleviated the 

situation but civilian motor transportation is sti$l very 

critical, with only priority shipments being mEde by truck. 

The only solution lies in importing additional vehicles 

and parts. 

As stated in the beginning the major problems. facing 

Korean transportation zre shortage of equipment, shortage 
. 

of supplies, shortsgc of adequate msnzgement, shortage 

of trained operatlon21 :lnd maintenance personnel and 

damage due to war action. Thz United Nntions are fur- 

nishing an enormous amount of equipment and supplies to 

the Koreans. They are trying to assist m‘lnzgement and 

train personnel. Major strides are being made in the 

$econstruction of ~:;r damage, primarily, by, dr under 

the supervision of U. S. k-my Engineer Units. Xuch h2.s 

been Gone, but Korean tr;;nsportaticn is still a long wcy 

from being adcqwte. 
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Under the Jc:pri~=:~ occupatim there :‘ms vsry strict control 

of vcsscls 2nd shipin;;. ITcnrlg all u~ma~eixnt ad post of the 

technicians were Jz.pznese. I1ost of t!hc 1,x-,x- vassels mrc di- 

rectly owned by Jz:r;a. T:lese mrc lx-' cii;ly~ rcmved to Japan prior 

to the ad of the 'v:zr in 1945. In Sc:3tcm';;cr cf 1945 there w.s 2 

typhoon xkich destroyed m_ny vcsscls ?md disrqted shi.2G-n:. As 

E result zhi.p$ng VQS brou,:ht ;Ilriiost to c: stx2still. Forced re- 

pn,?tric?tion of the ,Jmancsc further disrqted xzrztims. Exforts 
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I ~oDUC!rIO~~: 

In outlining Korean industrial potential in support of 

its military forces, I shnl.1 divide it into problems, condfltions 

within the ROK Government and in industry, its textiis poten- 

tial, military requirements end U. S. procurement. 

II PEOBL3NS: 

The major problems, facing Korean industrial production 

for the support of ROK Armed Forces are the shortage of pro- 

duction facilities, especially in arms and armament; shortage 

of raw materials; shortage of skilled labor; lack of manage- 

ment; lack of manufacturing technique; shortage of ROK appro- 

priated funds. 

III CONDITION@ 

The original Japanese poli.cy in operating the Korean indus- 

try, in fact the ent?re economy, was to fill all administrative 

and technical positions with Japanese personnel only. Like- 

wise, when considering the entire peninsula, the Japanese 

developed coal power, iron end heavy industries north of the 

jdth parallel and to the South, thereof, developed light manu- 

facturing such as textiles, machinery, pulp, paper, general 

chemicals, alcohol, ceramics, metal processing and tobacco. 

However, the major portion of South Korea was developed 

agriculturally. Relatively little of the South Korea develop- 

ment was in the form of completely integrated plants. Most 

of the production was to supply the Japanese home industries 

with semi-processed materials. The partition of the country 
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at the 38th parellel left South Korea with a totally inade- 

quate power supply bacauee the majority of its generation was 

originally Installed in the North. 

By the time the Korean War started, South Korea was only 

in a poeition to supply textU0o'for the military effort. In 

faot, over 95% of Korean lnduetrlal production for mi.;.itt~~y 

requirements is in the tertile field except for a smol.1 capacity 

for the repair of rolling stock, vehicles, barges, footwear 

(leather and padded cloth), biscuits and othor forms of food 

processing, Bowever, the entire textile production 5s tot&ly 

inadequate to supply essential civilian needs, even if it were 

possible to operate it at maximum, namely if there wc?33 au@e 

power, fuel, raw materials and a normal rate of efffciency, 

Since the majority of the Korean Industrial prcdxtion 

,-, 
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for military requirements are textiles, this brief will con- 

centrate on its textile produotion. 

Due to the necessity of a rapid flow of military require 

menta, it was found that such intportant items as clothing 

could be furnfshed more qeditiously by supplying Korean 

industry with all the necessary matoriela from Japanese sources 

and convert them into clothi:~ in Korean sewing plants. Zrcepf 

for heavy industrial saLng, such as tents, etc., Korea has a 

sewing capacity far in excess of military end civilian require- 

monts. In processing uniforms in this manner, the end products 

are of bettor quality, requiring less replacement, deliveries 

are quicker and the not cost to the U, S. is lowor, when con- 

sidering the Inefficiency and wastefulness of Koran plants, 

Likewise, the Koran fabrics are of such low quality they prove 

unsatisfactory for modern warfare. To conaplicata matters still 

further the textilo industry has totally inadequate dyeing 

facilities, making it iizrpractical to furnish tho standard olive 

drab or khaki shados required. On the othor hand, this con- 

dition ia qulto satisfactory for civilian use where a large 

amount of white fabrics is traditional. 
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!I!he reticence of the ROK Government to appropriate 

sufficient whan funds is a factor which is one of the salient 

reasons for interrupted production and poor deliveries. TJlXi- 

forms are one of the examples of this condition, though ample 

materials have been available to maintain operations. BXAf? 

has been continually investigating Korean contractors &o 

claim excessive requirements of materials and in the ;?,,a& 

six months KMAG has been able to demonstrate to thess con- 

tractors that considcra*=le savings in cloth rcquiremezlts, 

especially, can bo made by large scale cutting methodti, 

In the non-textile field, leather shoes for military pur- 

poses are an outstanding aple of poor Korean workm3nship, 

Relatively ogensive leather has beon supplied. 0rigi;rlaU.y 

Korean ramie thread wae usod for sewing purposes. The re- 

sultant shoes practically fell apart i21 use, lherefore to pro- 

long the life of the shoes and to reduce cost, Japanese flax 

thread is now being furnished. 

IV KOIGUN TEX,TILEPO!I!!Q&: 

In order tc present a complete picture of Korean textile 

potential, Table #l has been prepared. It is divided into 

five sections, namely, cotton, cotton waste, wool, silk - 

rayon and cordage. 'Theas capacities were established in August 

19@ and are a conservative estimate of Its potential with ro1 

visions taken into consideration for condition of plants and 

equipment, lack of indigenous raw materials, lack of menaganont, 

lack of manufacturing technique, lack of labor training, power 

failure, lack of production and quality control. Raw material. 

requirements do not include npipelinefi inventories, Pipeline 

inventories aro ~EuLL~J considered to be approximately a wp 

increase over requirements for actual production. !&is permits 

approximately 3 months requirements in Xorem storage and 3 

montha requirements emouto to Korea, 
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The first and most important section covers the cotton 

Industry and Is stated on lines #l to 12 inclusive, Table #l, 

---x 

I - 

The total yarn requirement fo- 7 all operations is 52,783,000 

lbs. for which there iE a Korosn spinning Capacity of 52,055,ooo 

lbs. yarn. This develops a deflcioncy of approximato2y l,b$ 

or 725,000 lb8. yarn. !I!he total raw cotton requirome~'; for 

Korean spinning capacity is 61,245,000 lbs. Xndigonou 

spinnable raw cotton production is 0d.y 3,000,000 lbs, and SU& 

tracted from tho total roquircment leaves a deficiency of 

59,&5,000 lbs, (approx*3natoly 12h,OOO halos), Cottorl cloth 

capacity is stated as 56,015,000 sq. yda. whereas in the st&iS-- 

tics conrpiled by the Bank of Korea (most reliable to date), the 

averago production for the poriod 1948 through 1950 is 62,857,OOO 

~q. yas. The reduction of approximately 12T& in weaving cELpacity 

IS au0 to war damage. 

!Che second section covers the waste cotton industry end 

IS stated on lines #13 to 16 inclusive. This is a typo of 

industry native, only, to Korea, Japan and China and practically 

unknown in tho U. S. There are two systems of spinning, namely 

Toknbo and Garabo and ns~ufacture of pada-. Both EyEt~8 Of 

sgfnning cGan be doscribod as far below the lowest grade of 

sh0aay spinning inothor countries. The resultant yarn end 

fabrios, because of low tensile strength end wear factor, are 

unsuitable for military purposes. !Throughout the Okiont, tho 

use of padded clothing for cold weather use is the standard.. 

This clothing is made of two layers of cotton cloth between 

which, iE a layer of cotton wastc padding, The paaaing is 

made of a variety of non-splnnable fibers of which waste cottcn 

covers nearly the entire field,. Its manufacture Is a simple 

operation of opening the fibres and forming them into a web 

similar in principle to the manufacture of absorbent cotton, 

.IIaw materials for these wasto cotton industrtos are dorived 

mostly from the by-products of the standard system of cotton 
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spinning to which indigetous non-spinnable raw cotton4s 

added. The tot&l yarn roquiremnt is only 547,000 lbs. 

whoroas thcro iE a yarn ck?$ncity of 1,315,000 lbs. Padding 
/- . . 

/-- 

0 

---. 
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capacity is 13,893,000 lbs. The total raw material requirement 

is 19,131,OOO lb8 of waste cotton. No deficiency id figured 

since the wastes derived from the cotton industry plus E;orc,nn 

no~spinnable raw cotton is sufficient. However, for CiviliRn 

relief, qUa,ntitiOE of JEpaXIeEe padding have been imported into 

Korea. 

The wool industry is cOVerod in the third secticlz of 

Table #l end stated on lines #17 to 20 inclusive. TMs is 

one of the smallest segments of the Korean textile industry. 

It has only woolen System of spinning thengh considerable 

knitting equipment requiring WOrEtod yarn. Converting total 

weaving and knitting production into a yarn requirement of 

22,846,000 lbs. and with a Korean production of 2,052,OOO 

lbs, woolen yarn leaves a deficiency of 2+584,000 lbs. woolen 

yarn and %8,2l.o,oc)o lbs. worsted yarn. This p0CtiiSX con- 

dition illustrates Korean clothing habits. Outer garments are 

usually cotton and in cold weather am changed to the padded 

type with heavy wool underwear used for additional comfort. 

Therefore tho relatively large undorwear capacity, Traditionally, 

bedding is made of padding, similar to OUT quilts, but COIL- 

sidorably heavier. This is the reason for such a Small blanket 

cwacity. Most of the looms in tho wool industry are actually 

cotton looms which are incapable of weaving heavy fabrics such 

as blaxiketa. Total raw materiel requirements are also Q total 

deficiency, namely 1,026,OOO lbs. scoured wool and 1,536,000 

lbs. wool sUb8titUtes.. fn this c&60, wool substitutos are 

defined as garnetts, and/or shoddy and/or rayon staple fibre. 

The total yarn deficiency amounts 2,584,OOO lbs. ,woolen yam 

and 18,2lO,OOO lbs. worsted yarn. 
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Ths silk and rayon industry is covered by the fourth 

section of Table & azAd is statod on lines #2l to 2h inclusive- 

Korea has the rannants of a relatively large silk industry 

established by the Japanese. Its current raw silk production 

of 91,000 lbs is very small. The reason for this small pro- 

duction ie due to lack of fertilieer to raise mulberry loaves, 

neglect of the trees, degonoration of silk worm~breed5ng and 

lack of reeling technique, The weaving capacity is relatively 

large when compared to reeling capacity. Weaving requirement 

converted to a yarn bmis amounts to 2,823,OOO lbs, rnd su'% 

tracting 91,000 lbs. Korean silk production leaves a deficit 

of 2,732,000 lbs. yarn. This deficit is stated as royon yarn 

since cost of importing raw silk into Korea would be prohibi- 

tively costly, Korea has no rayon fibro capacity. 

The last section of Table #l covers the cordage industry 

and is stated on line #25. Cordage is important to Koroapri- 

marily for fiehing gear and secondly for gcnerol land usesr 

Korea produces no cordage fibres and therefore the total raw 

material requiremont creates a deficiency of 3,665,OOO lbs, 

abaca and 2,443,000 lbs. aboca substitutes. 

In tot&Lling table #l, it will be found that Korea has a 

total requirement of ~~,l!jO,OOC lbs, textile fibres of which 

she is ablo to produce only about 3% or 3,091,000 lbs., not 

including indigenous non-spinnablo raw cotton for which no 

records are available. Tha total deficiency amounts to 

92,059,000 lbs. At current prices, this deficiency would cost 

approximately $77,$+6,000 CIF Korea. 

V ROKARMXD FCRCXS TIXTJLKR3Q,UIREMB?TS: 

In Table #2 tho important military tatila requirements 

are stated. Those are estimates established by KMAC and 

represent the items to be procured from foreign sources to 

apply Korcpn industry with materi4.s for processing into 

military needs. The major demand, as stated on Line $2, is 

6 
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for 39,5R,OCQ w. ydsc cotton cloth end represents 71% of 

the total Korean cotton cloth capecity. Line #7 states 

the wool cloth end blonkct roquiremont as 4,913,OOO aq. yds, 

!&is requirement is 6% more than the total Korean wool cloth 

production. Sewing capacity is in excess of Korean military 

and civilian requiromenta and presbnts no bottlezock as f&T 

as potential capacity is concorneb 

u, s. PROP BM)D~IVRBIDSFOERCZARM.DDFORCX3: 

In order to empply the Korean textile industry with essential 

raw and semi-processed materials for conversion to aad products, 

the U. 5, has procured apprcximately $jS.g million of ?Aich 

71% or 327.9 million have been delivered to Korea during 

October 1950 thru March 1952, Table #3 ia a tabulation of 

these commodities, Of the total value procurcd,g9.7$ ($34,gSg,416) 

is for semi-procosaod mctoriels such aa yarn, cloth, thread and 

padding; 6.85 ($2,646,22l) is for finished end products and the 

balance'of 3.5% ($1,362,705) ia for basic raw materials. 

.In the non-toxtile fiold, during the some period there 

were 26,OhO,OOO bags of biscuits o.t a VO~UO of $1,939,6S5 pro- 

cured and delivered to the ROK Armed Forces by the U. S. Army. 

51s was entirely on an emorgoncy baaia. During the scme 

period, the U. S, delivered raw ~terials for the manufacture 

of biscuits in amounts practically equivalent to the emergency 

procurement. This was caused by tho BOK 5overnment delaying 

action in the sat~bliahment of a biscuit plant and no action 

was taken by the ROK until it was notified thst no more biscuits 

or their ingredients would be auppliod until the plctnt was ea- 

tabliahed and in operation. Latest reports are that as of 

March 1952, a plant is producing approxknately 488,000 bags 

monthly. 90 accoxplish 

ing pressure on the RCfK 

this, roquired 

Oovornment. 

over nine months in apply- 

.-.. As has bean illustrated in proaonting tho Korean textile 
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picture, the U, S.- is supplying Korean textile industry with 

ample supplies to produce military requirements for tho ROK 

Armed Forces and tho overall plans ere so coordinated that 

civilian requirements are not neglected. With al.1 the problems 

and conditions currently slowing down Korean effort, enc mtist 

in justification realize that Eorea*s heritage of a b~krupt 

and disorganized industry had insufficient t%me to es~k&lish 

itself as producer of civilian requirements- rphe current war 

multiplied problems and conditions many times, XI4AG has appliod 

super-human efforts in accomplishing the results so for attained. 

Every effort is being exerted to have the RX Government resolve 

its budgetory problems to permit industry to operate to best 

advantage for the support of its own country. !L?ho proper lo&s- ' 

tical support of the ROE Armed Forces by Korean industry is 

focused on the speedy executicn of all plans for the economic 

rehabilitation of Korea pnd on Korea's willingness to accept 

is its responsibilities, so that whatever U, S. aid is supplied 

in this f$cld will produce a maximum amount of military material 

in aminimum amount of time. 
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KOR-W Y:.AELY TXTILE .L'EEXI'IAL 
August 1951 

(No tlPipelinelt Included in Requirements) 

‘) 

Yarn Yarn Yarn Yarn 
Total Requirermxts Production Deficit Surplus Raw ir;aterial 

Line Category Unit Capacity (lo_00 lbs) (1000 lbs) (1000 lbs) ‘(1000 lbs) Requirement Total Dehiciency Remrks -- 

1 

i 
65. 
ii 
,9 

Cotton Spinning (Yarn) 1000 Lbs 52,058 
Cotton 'iieaving 1000 Sq Yd 56,015 
Cotton Rosiery 1OOOPrs 55,015 
Cotton Underwear 1000Lbs 3,907 
Cotton Gloves 1oOOLbs 3,201 
Cotton Fish Het 1oOOLbs 
Cotton Towel 1000 PCS 
Cotton Sewing Thread 1OOOLbs 

61,245 

2:9G 
41897 
3,369 

12,975 
5l.4 

GE- 9 52,058 725 
lo Indigenous Raw Cotton 1000 Lbs 3,000 
33. 59,245 Raw Cotton ': 
32 725 cott an Yaq '3 
13 Ctn. -Taste Spng.(Yarn) 1000 Lbs 1,315 ---- 607 Xastes 19,131 - Total requirement~~ 

E 
II ?I :;eaving 1000 Sq Yds 3,040 

---%- 
de:ived from donestic pro- 1 

1,315 768 duction and non-spinnable i 
16 19 II Padding 1000 Lbs 13,893 l 18,524 :iastes cotton f 
17 !%olen Spinning 1OOoLbs 2,052 ---- 1,026 Sc'd 'Jo01 1,026 
18 1OOoLbs 1,536 "/ool Sub 1,536 i 
19 Woolen ':'j,aving lOOC.Sq Yds 6,294 4,636 2,052 2,5& 

: 
2,584 :li00d Yarn i 

2 :iorsted .- Underwear 
Silk Reeli~~k~ek%<s~~Lbs 

1ooo Lbs 17&LL-- 91 18,210 _-- ---- 18,210 -_I 314 Dry Cocoons 18,210 7orsted _. Yarns 1 

22 Silk Weaving 1000 Sq Yds 4,827 23 Silk & Rayon 'Zeaving 1000 sq Yds 11,263 1.2: 
24 loo0 Lbs 2,732 2,732 Rayon Yarn 
25 

w3L 91 
Cordage 1OOOLbs 5,802 3 665 

21443 
Abaca 3 665 
Abaca Sub 2f443 



F&w Cotton 

Scoured "Jo01 

~:'ool Substitute 

Abaca 

Abaca Substitute 

UNCLASWED 

m. i ?&jlFJ&& 
-.--- 

59,245,000 Us, Cotton Yarn 

1,026,0~0 Lbs. ';oolen Yarn 

1,539pOO Lbs. iiorsted Yarn 

3,665,oOO Lbs. Rayon Yarn 

2,443,OOO Lbs, 

67,808,oOO Lbs, 

YARN 

, 725,000 Lbs. 

2,58k,ooO I-km. 

18,210,000 Lbs. 

2,732,oOO Lbs. 

I 

24,251,900 Lbsi 

Grand Total: 92,059,OOO Lbs, 



AS OF 10 AUGUST 1951 

P of 
iieight Korean Korean 

Line Cat eRory Unit -m. aanti&- mm ras) Potential Potential 

1 

: 
4 

i 
s7 
9 

10 

Cotton 'iebbing 

Cotton Cloth (Various 
Cottm Dmk 
Cotton.Thread, Sewing 
Cottan Yarn 
Cotton Qmte Padding 
'I'Jool Cloth & Blankets 
S;Torsted Yarn, Knitting 
Flax Sewing Thread 
Sewing (All tjzpes) 

Linear Yds. 
1000 

1000 SqYds 
loo0 Sq Yds 
1OOOLbs 
1OOoLbs 
1000 Lbs 
1000 Sq Yds 
1OOOLbs 
1OOOLbs 

307 20 0 

39,599 
248 

3,453 

3t 

14,436 
174 
165 
162 

2,921 
4,913 
2,891 

3 

56,015 71% 

0 
See Line $2 Applied to cloth production 
13, a93 2175 

4,636 106% 
0 
0 

* Capacity is in excess of military and civilian requireinents. 
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U.S. PROCURINEXf & DEXJVERIES 

FCRRCX ARMED FORCES 

OCTOBER 1950 THRU MAX%4 1952 

thit Procurement DeliVerieS 

Quantity $ Value --L--LETf~-~PDI-~I~~. ." _ - 

Blankets 
Buttons 
Cloth, Cotton, Various 
Cloth, Wool, Various 
Tents 
Threacf, Sewing 
Thread, Sewing 
Yarn, Cotton, Various 
Yam, Worsted 
PadZIng, Cotton Waste 
Leather, Upper 
Leather, Sole 
Ialbhr , Raw 
Ponc;ho 
Shoe Packs 

1000 Each 
1000 
1000 Sq Yds 
1000 sq Yds 
Each 
1000 Spools 
100 Lbs 

8 100 Lbs 
1000 Lbs 
lOOr! Lbs 
1000 Sg Ft 
1000 Sq Ft 
1QOO Lba 
If-W Each 
1000 Each 

37,;: 
50,121 
1,027 
1,875 
1,372 

372 
we 
3.410 
4&m 
1s25 
1.669 
2,780 

239 
75 

476,000 
71.073 

20,500,603 
Ll9wY5 

651,536 

2:;'6282; 
1,6&u 
w63,g3g 
1,280,822 

603,000 
51O,@U5 

L362,785 

162 
d 2 ,042 ,000 

741 
460 16,008 

321,007 
640,681 
661,qpT 

i3,012;\-L!-Ic 
1,280,422 

6c3,mo 
‘+I& 524 
%Wm 



UNCLASSIFIED 
Pror,zrd by: LT COL LO~/XLL S LOVE 

Chief, Supply Prog?&s 3iv 
G-5, GHQ UNC 
9 April 1952 

The compilzti~n of a pro&ram for thti importation of 

raw m?tzriz.ls an4 sed-finished gods to bz proczssocl in 

Korea for tht, support of ROK Army, is, in mz.ny castis, thz 

exact opposite of thr;: csnception of 2 simil..:r ProSram in the 

21. ?Je 31% workin; with kncwn neds, but unknown apprDpria- 

tions f3ctars. Xc: move: frciil znticipaticns to mzt$d5als, En::: 

not from contracts to A,tdrial requirements, This hns. id to 

s3.i~;ht embarrassments, but to no consic:tircble wzstz;;c of \ 

materials. a 

Basically, requi,& m.mcnts must be in the han:!s of CINCFZ 

a minimum perioc? of 180 &ys before ncedd to .z,llow nocesszry 

procurement acticn, Eusnk requires a minimum p:'rioi: of thirty 

days for a&inistr-tive review. Preparation 3rd canalysis of 

the pr::rrm oritinzrily tzktis thirty to sixty Zays befOre sub- 

mission to EUSAK. The =rcj<;r?as 3re submittd Dn I six months 

basis. The latest ?ro;ram submitted was for thd perid 15 

SeFttimb;r 1952 to 15 I&"rch 1953. %rk is nsw prczressing on 

the procr-Lm for th2 ptir!:.! 15 March 1953 to 15 Septzmbzr 1953. 

i.is 12te as the fall of 1951, thz import pro.f;rm wc?s ,;iirdct- 

ei: lnrgely by expediency n~cessitatud by the tactical situation 

al the lrck 3f czmpetc;nt andysis rsnc", experience datz. 

~Superficial andysis indicate 2 poteiIti?Uy lnrgo sclvings 

by prov--i$r,g raw m-.terials rather thLan end ittins. It Was 

felt th3t iiE.tWcj c3nsidar?-tion of nil c??tz wcilld result in 
. . mum savings of at le?st twenty percent; I 

RePlacemen& factors must be critic?.lly stuZizs, To use 

one example: winter pz<cle? unifzms hcd nsvor been nznufncturd A ;,,' 
.:.; 

.\.'. . . 
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with the water repellent materials programed froE Japan ‘? I 

since it was not available, but were made of inferior Korean 

manufactured cloth.. Loss factors due to the chaotic nature 

of the tactfcal situation were not weighted aga.inst the ex- 

isting situation. The lack of adequate stocks to meet issue 

requirements had precluded proper care, and a critical short- 

age of soap for washing had led to excessive wear. When these 

factors were considered the replacement factor was cut approx- 

imately thirty percent. 

‘, 

Ihe instability of the programed flow of mterial sup- 

plies has at tines led to unrealistic appriasal of the materials 

on hand at the beginning of the program period, Efforts have 

been instituted to analyse and correlate past programs with 

depot stocks, and dues in to couple te these program, Because 

of the time lag factor, this consideration had been previously 

ignored. Materials required did not arrive until sane Ir.onths 

late, and in sane instances, not at all. Procurenent action 

caught up rapidly during the final quarter of 1951. A portion 

of the materials arriving during that tine had been requested 

as far back as the second ha.lf of the 1950 FY. No attempt was 

made to revise the program for the first half of the 1952 Fy 

(running from April 1, 1952 to harch 31, 1953) as procureaent 

action was already in progress and it was thought undesirable 

to upset the pipeline which was then filling for the first 

time. However, the progran for the second half of the 1952 

fiscal year was subaitted based on stocks, dues in and pro- 

jected expenditures for the remainder of the current period, 

Overstocks of sane types of cloth, notably 6 oz twill, cotton 

sheeting, and almost all types of thread resulted in negative . 

requirement 9. Supply action on sage chemicals, caustic soda 

for soap and nagnesiuc! carbonate for rubber shoes, was cut back 

and cancelled. 

Projected needs for certain itens such as field jackets, 

parkas, and blankets were based on their issue as individual A 

UNCLASSIFIED 
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equipment, rather th?.n as organizational equi2mdnt. Consi:l2r- 

able dovmward revision naturally resulted when raquirxxnts 

for these items wcrc: plxec! on the basis of issue as organizn- 

tional aquiFmt2nt. 

Spdcificntions wGre analystid. Many of tht: material 

specifications were basdd on insufficient technical know&&z 

of materials. Specifications in general tended to be based 

on United StatGs standards which were not always either nectis- 

sary or desirable. Original errors were often compounded by 

use in subsequent programs, Bperts available at General 

Headquarters were consulted and new specifications for many 

typos of cloth and y::rn werd worked out. A single change 

in specification for yarn for ROKA winter underwear - to use a 

conspicuous exs.13plc - resulted in dro,?ping the price of raw 

materials required for a single set from $6.72 to $4.85. This 

must be multiplier! b y the 950,000 sets of winttir un&xw~ar 

prcgrr;lmcd for the current year, 

Some evnluation of procurement sources was attempt3Z. 

The KXiG Research and D~v;:lcpmont Stiction made studies of thti 

spcifications and 1:roY.uction potentials for winter paXed 

,o.n~? rubber training shses, biscuit production, CcMzd fish 

capacity and 1aunIry nnd fxe soap requirendnts. This helped 

to reduce estimates to rsas2x,ab1~ probabilities. 

Copies of Lall projected programs are furnished to ROKA, 

and in most cases, rcquircments are prepared with the assist- 

ance of the ROKA txhnical sxviccs, After preparation by 

KMAG, the program is then submitted to EUSAK for staffing by 

the appropriate technical services and staff stictions. RC- 

visions are made as necessary. The completed program is for- 

war&d to UNCACK for analysis with regard to indigenous ux- 

penditures and the impact of the program on the civilian 

economy. Upon approval ..r revision the program is forwar:'.ed 

to G-5 section, General Headquarters, for staffing and 

ic ( 
’ 

II .-‘: 
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and approval, and then to G-4 for procurement action, AS 

available 3 materials are forwar:'ied to appropriate Unitsd 

States technical service depots in Korea. They are ta1lie.d 

from these depots int:, ROKA depots. In accordance with CEk"~K 

circular 157, the KLS advisor is then responsible for recai$ 

of the m%tzrio.ls and &tai:ing the signature of the responsible 

Korean Officer. As contracts* bre let by the ROKA Central 

Procur;3ment ligdncy, m::tc-ials are rtiquisitionsd by CPA from 

the &pots an2 shippec! to contractors. Finished items Lare 

tnlli.ed back frcxn CPA to the issuing stir-vice. 



Prepare,? by: LT. CCL. XJ?RED S. I:f,RTIN 
KK~G 
9 Qril 1952 

FOR SUPPORT OF KOK ARIJY 

This section of the briefing is solely intended to ;lresent 

a broad and gener,al picture of the manufacturing an? Trocurement 

activities of ROU. me shall, in the process, touch briefly on 

the problems involved, methods em;,lrloyed, and ends achieved - with 

as liberal a sprinkling of statistics as needed. The discussion 

vfill be divided into three Fencral procurement phases - metals, 

food and clothing. As a pure orientation measure, various 

articles of clothing manufactured in Korea for ROKs from imported 

raw materials and semi-finished goofs will be exhibited. 

I woul? like to say at the outset that in dr.aming u;? a 

program for material imports for Korean processin?, ve in KMAG do 

not deal in potential ca::acities or theoretical requirements. we 

are al~nys certain of trr!r: basic things. Fe Irnnr? that ure need. as 

much m~atcrial zs ore request and v-e knovl that Korean industrial 

capacity exists tn process the items. Though w can irojoct price 

rises Tith only fairly reasonable certainty - l:e ?n knob1 that 

money for the projects has been inclu!ed in submitted budgets. 

The stumblinp blocks are the erratic a;! ro+:tion activities of 

ROK and the fact that v:e must clothe an-1 fee-l an army presently of 

320,000 men aithin the sq2ort frame for a 250,000 man army. This 

situation naturally demands some fluidity which mill become 

apparent through the course of the briefing. 

Two immediate facts are of major importance to the ROKA 

program. The Republic of Korea Army is by far the largest single 

purchase in Korea and it also is about the only customer who 

supllies the materials. Interest charges being vJhat they are, the 

fact that inventory burden is born by Roka is of major importance 



to the Korean businessman, and makes ROKA business highly 

desirable, an? in some cases profitable, The latter 5s by no 

means always true. 

During the fiscal year ending 31 March 1953, it is estimated 

that ROKA, throuph the tiartermaster Clothing Factory and the 

Central Purchasing Agency, v.9J.l expend about '7% billion won or 

1% millim dollars to process 22 million dollars worth of materi- 

als imported on the requirement program. This figure is hasod on 

current CPA contracts. Anticipated price rises will prohably raise 

fabricating costs an additional five million dollars -luring the 

fiscal year. Another one an? one half or two million dollars will 

be spent by CPA for indigenous products, These expenditures ~3.11 

constitute about one third of the present budget figure for the 

Korean army or amount to rou$ily fourteen cents a !!ay for a 

250,000 man army or about trrenty-tuo cents a day if the bu-'<et 

authority takes price rises into consideration -- y-.hich it probably 

will not. 

At the present time, CPA utilizes about three hundred manu- 

facturing facilities in executing its program. Care must he t 
exercised in contemplating the term facility, as they range from 

shops nith four sewing machines an4 perhaps a knitting machine for 

good measure tq spinning and knitting plants employing well over 

a thousand workers,. 

The items procure? are as varieq as the facilities employed. 

Purchases range from cremation boxes (when won is available) and 

ceremonial flowers to thumb tacks, pickled radish (to&wan) and 

paper bags with intermediate stops of infinite variety. To those 

vhr, w~li! enjoy a quit k insight into Korean products available for 

purchase, I aoull commrn? the reading of the weekly CPA motivity 

reports, 

Before any .detaile? discussion is begun, one significant 

fact should hc p&&d out. !Vhilo sixty percent of the ROKA 
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purchasing budget goes into fey ~tetis - Soap, candles, fish and 

biscuits, only ten percent of the imported materials are used in 

these products. It is usually in this area that economy comes. 

About forty percent of the purchasing budget is used in processing 

items of clothing ancl equiTmc;nt, and ninety percent of the 

imported materials, ~dollor nise, goes into these items. There are 

fey1 cut backs in the ->rocram for clothing. mhile only twenty five 

;=rcent of the cnnne? fish Trogram teas cowleted, last year, the 

clothing Frogram with the exc@ion of bath toyrels was almost one 

hundred percent com$cted. This included, but was not confined to, 

such items as 400,000 sets of ped?ed uniforms, l,SOO,OOO sets of 

fatigue clothes, l,OOO,OOO sets of Tinter underwear, 1,300;OOO 

cotton shorts and a like amount of VJOC~ socks. 

Little procurement is effected in the metals field. The 

metal working industry in general, as we knapl it, is inefficient 

and particularly uneconomical. &stings of generally inferior 

quality and machining capacity are available, HolTever, forming, 

punchin< and Tressing facilities are either non-existent or 

antiquated. 

At ene time, it was hope3 that Japanese tyi>e mess kits chuld 

be produced successfully in Korea. These are currently beW 

produced in Japan at a cost of sli~~htly less than fifty cents - 

but the best Korean price obtained about four dollars. The differ- 

ence in price is reflected in method. Castin: an3 machining against 

pressing. Yieldin:; is basic in concc?tion, an-l an electric wcl?er 

SO scarce as to be an oddity. 

For the first time during the coming year, ROKA is importing 

small quantities of steel for the formation of bri?i;e staples and 

wire nails. Korean fabrication of nails is outmoded by known 

American metho.&, but they can produce nails in fair volume. Smaller 

gages can be effectively used, however, unless the Korean carpenter 

has some mysterious and unknown skill, heavier guaces appear to be 

of questionable worth. The aversiTe :3rice is twenty to thirty cents 

a poun;i. 

3 
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Sme items such as rice Eo& a-1 cook pots made from scrap 

tiuminum generated by the air forces have been economically pro- 

cured. Over the past year, for example over 200,000 rice boyls 

vere 7urchssed by CPA at a cost of seven and one half cents 

(expected to rise tn 16# this year). About the same quantity Qf 

identification tags were contracted at a cost of two cents each 

(also expected to double), Literally millions of buttons were 

fabricated from beer cans at twelve for a penny, thus driving the 

price of empty cans along 4th other segments of the beer can 

industry up to twenty-five won each, Procurement of this 'rela- 

tively unsatisfactory substitute for composition buttons has 

stopped at the present time. 

Purchasing of spare parts for ordnance vehicles is in the 

small order stage. Locally procured items such as pistons and 

rings, pins, s;:rings an3 oil filters have been tested and found as 

acceptable as Japanese products for Japanese trucks. It is hoped 

that large volume ;3urch‘Tsing in the future might bring prices -Town 

to economic levels. The commission will un?oubteGy be interested 

to know that ROKA or-lnance is expon3in.g its rebuild program con- 

siqerably, and it is hope? that before the en4 of the year the 

volume of rebuilt motors will Increase many fold effecting a consid- 

erable saving over the purchase of new motors. 

Though it is a faciljty abundantly <ear to the Korean soul, 

there appears little doubt but that local procurement of arms and 

ammunition is totally unfeasible. I hasten to point out that the 

Arsenals lo not come uniler ROKA jurisdiction. BPhat appears to the 

unloving eye to be a fantastic rifle, enveloping all of the worst 

features of known weapons, has been develope? by painstaking hanj 

labor. Some land mines and ammunitions have already been produced. 

The princQa1 :;ro?uct of the arsenal, however, was a relatively 

high ;Jriced grena?e of dubious reactions. It Is generally thought 

this pro:luct that led to the untimely and not entirely lamented 

demise of the Pussn arsenal. The cause of the explosion has never, 



however, been Quite dlkare~, 

The most costly item of ROKA procurement deserves mention by 

itself - canned fish. Fifteen million cans of the one poundtall 

variety are scheduled for production iuring the coming fiscal year 

at a cost of thirty-five billion won. We know that the capacity 

exists to manufacture that quantit, 7' of cans and canned fish. The 

costs, however, apTlear totally out of line. The total United 

States cost for the tinplate, 1Es an4 solder is approximately 

five cents. The cost of fabricating the can is four and one half 

cents. The tannin: 9peration itself, at latest contract price 

comes to .zbout thirty cents or a total cost of forty cents for a 

can of fish that could be auitc easily prqcured on the west coast 

at a c9st of ten to twelve cents, Not the lease causes-of this 

high cost can be traced to erratic a;> ropriations that causes 

spasmodic production, inability to take advnntages of peak periods, 

continuin;: overhead, high 3ebt burden and interest charges. In 

short, the evils ass&ate? w5th uncertain procurement - especially 

when there is but one source of ;ro?uction and one purchaser. 

Unless the slack in this industry can be taken up by civilian 

consumption there appears to be no prospect except for continued 

high prices -- an1 the failure cf the ROK soldier in the front line 

to secure his sixty grams of fish canned in soy sauce. 

Before examining the procurement of secondary foods by CPA 

it will be necessary to examine the ration structure of the ROK 

army in general outline. All 13ersons receive an allow2ance of six 

hops or 1.92 pwn% of rice ?aily, an", ten Korean Cicaretts (at a 

cost of four cents). All units are allore? five hundred won da5.1~ 

per man for the ;?rocurement of aeconil‘ary foods. In addition, front 

line troops are sup:,osed to receive l/6 pound of canned fish and 

eighty grnms of biscuits. The five hundred won daily allowance 

goes directly to the individual unit commander v.ho is charge? with 

the responsibility of procurement of the secondary ration. However, 



two hundred Bon is dthhe1-l from &e &&M& UP Prhnt line troops 

an;! turned over to the &n&l Rrocurement Agency. At the present 

time CPA ykovi3.es .166 poun?s of pickle,? rrqish, 1.195 oz of bean 

mash or ?enjont: and .t64 oz of pepper sauce or kochajon. This 

service has prove? very efficient an? though the money is absolutely 

v!ithhel-! fr,Tm front line units, any unit can place a similar amount 

nith CPA for procurement, It is hoped th?t eventually the daily 

monetary allownnce mill be tqken alray from the unit comrn?n?er nn:! 

all secon??ry procurement done by CPA or Qu.artermnster. The 

secondary procurement of foods by unit commanders is wasteful, 

inefficient an? by nc means assures the individual sol?ier of his‘ 

full five hundred won +~ily of kimchi and other detailed secondary 

dishes. \ 

Biscuit production has been mentioned several times. The 

factory in Seoul is producing approximately 22,000 250 grams bags 

daily at a cost of 297 won each (the ingredients supplied cost 

roughly ,04'778'7) making a total cost of about nine cents which is 

not too far above Japanese costs. It is hoped that the Victory 

Company will have a second plant operating in Taegu early in June, 

These two plants v!hen in full operation shoulq produce aproxi- 

mutely the 60,000 bags needed daily. The Seoul plant incidentally 

is a marvelous sxrimplc of cruje qro?uction methods producing 

desired results. Since thr> plmt opens? Zn January abqut l& millinn 

bsgs have been delivered. Yield is pei'red at 85% rf dry 

ingre?ients. 

Production capacity for soa- requirements of six million bars 

of laundry an? f.ace soap is mnre than ample. A recent relaxation 

of specifications, couple-l with available funds has given the ROK 

soldier a regular issue of laundry soap - one bar per man per 

month - for the first time in many months. *The injurious effect 

on fabrics caused by lack of cleaning has already been mentioned. 

Restrictive q)ecificati?ns and limited hel? deliveries of soap to 

about 950,000 bars over the past year. .Perhaps it should be noted 

6 
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th.d fluring that tine ;ribcs treh&?r I&$+ afe still high. Last 

cnntract :3rices For ri 445 ~$U31 bar of laun?ry soap mere 900 won 

k - or lfteen cents .and face snap 700 won cr t~elve~ccnts fnr a 6 oz 

bar, Hryever, tvith spocificatinns rclz&! to include lar?, tallov, 

an". refinery fonts derive? frnm the alkali refining; of vcgotable 

nils an1 vhnle cil it is antici?nte? that reouirements for laun?ry 

~~a.2 at least mill be met. 

The value of pmducini; candles at a cost of nine cents each 

exclusive of material is questionable. During the past year about 

480,000 were deliverel an? it is anticipated that this twenty-five 

percent program fulfillment will be typical of this year's produc- 

tion. Further imports of parrafin were discontinued and surpluses 

if any will be absorbed in the rubber shoe manufacturing program. I 
It has already been emphasized in several of the briefings 

that the clothing prcgram in Korea mainly utilizes sewing capacity 

of which there is more th‘an an abundance. Ample weaving and 

knittin? capacity - with m.aterizl su;@ie? - is availcable and used 

for the pro?ucti~?n of sncks, ;'loves, knitted un?erwear, an? under- 

shirts. Quite ndeauate cascity also exists for the prnducti,qn of 

the three million pairs of rubber training shoes and four hun!re?! 

thollsan? pairs of pa%ed winter shnes. The only bottle neck in 

the production of the minter pa?ded shoe is the capacity for bonding 

cloth. At present all cl4h is bonded in a single facility in 

Pusan. About six factories produce the paMe;! shoe while at least 

a dozen facilities have been a;J,vove? and used for the summer or 

training shoe program. During the past year 1 3/4 million training 

shoes an3 375,000 padded shoes were centracted and received. 

The fabrication of leather shoes for ROKA has largely been 

aban?one?. Boots were excessive. Also recently approximately 

180,000 pairs nf mismated, salvagable, an:! d$scnntinued combat bncts 

were turned over to ROKA from American sources. The soles, heels 

an? thres? importe?, are use;! by R0K.A QM Reclamation an! Maintenance 

Companies to repir 321 s21vop thrse bvts at the rate of 5,000 
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paiFs a week; In s?4ibn; a ;2ro@zt is alsq un?erway to utilize 

comrrerdial firms to rebuild an': cut ".own the sizes of the larger 

boots to tariff sizes more suited to ROLL 

One of the most interstinT sewing operations, an4 by far the 

most efficient is the ROKA Quartermaster Clothing factory in the 

Pusan Brea. It emplnyes about one thousand civilian ?ocrkers. It 

is hoped that the missi-:n will find time to visit this factory 

while in Pusan. 

The .&artermaster clothinq factory is patterene'?. on the 

Philadelphia pn? Jeffcrsonville De&s. Bulgetine for the operation 

is also handle'! similarly. In the chaotic days, it was ori&Ll.ly 

set W~I to prn?uce ba,ily nee?eY clothin, c :phon civilian procurement 

was not available, due tp the fluid nature of the situation. &t 

the present time it cqntinucs to fulfill its manufacturing mission 

as ~11 as being a pil+ plant for in+ustrg with regard to costs, 

techniques an! pl72+.lCtir\n orFanizatinn. It also ?oes continuous 

research and development qn items of ROKA clothint-, Approximately 

ten percent of all ?OKA sewing requirements can be produced in this 

plant. Five hunbe and six se:Ting machines of varying dependa- ' 

bility an;! quality are its principd assets. 

Its potential is limited by antiquated equQment, lack of space 

and straii:ht line production operations. Most button holes are 

still cut by ban? with a chisel, buttons are h-a? sewn for the most 

yart , an3 balance is n+ always achieved in productive capacity of 

all departments. About three thousand fatif-ue uniforms per 4~~7 can 

be male if all the plant equipment is utilize! on this project. The 

capacity could be considerably expanlec? mith the acquisition of new 

machinery, a?equate supply of ?arts an? re?esizn of plant lay out. 

Down time is remarkably low excrpt for parer failures. The daily 

average fnr all the machines is less than fifty hqurs. 
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PROGWS RELATING TO ORG4NIZATIONAL EQUIPMENT OF THE ROKA 

I. GENERAL: 

-- 

EUSAK supplies the ROKA, Navy, Marine Corps and 

Air Force with all Army procured items within established 

allowances when such items are not available from ROK 

sources - which is the usual case. Their T/o&E's and 

T/A' s are patterned after ours except that there is no 

medium artillery, AAA or Armor in their divisions. 

Property is normally issued to ROKA Depots in the Pusan 

Area for redistribution by ROKA. The ROKA must be 

trained to stand on its own and supply channeling has 

been on that basis. 

II. ROKC,: 

Strength of the ROKA was 95,000 on 25 Jun 50. Strength 

as of 31 Mar 52 was 319,000. Planning figure is 363,CCO. 

T/C&E's, T/Als, and Class IV Projects require CINCFE, 

and in most cases, D/A approval, because of supply impli- 

cations. Obsolescent items are furnished in some cases 

(example: N-36T;Dts). It must be remembered that the 

ROK Government is a new government and that they are 

oriental people. They do not have the reserves of 

leadership which we have but they are capable of learning, 

wXLLi.ng to learn, and have and do make good use of the 

equipment issued to them. 

a. Ordnance: Full support is provided the ROKA for 

Class II, IV and V supply - that is, individual and crew 

served weapons, g eneral purpose vehicles, amunition, etc, 

This includes requirements for Field Training Centers; Replace- 

J and direct support issues to 
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combat units frcm USA ASP?s, 

Materials have been furnished for the ROKA Grenade 

manufacturing program. Grenades are manufactured in plants 

owned by the ROK and operated under the ROK DND. Between 

Aug 50 and Dee 51, following items were furnished: 

(a> TNT 

(13) Fbses 

(c) Adapters 

(d) Blasting caps 

(4 Be er cans 

(f) OD paint 

(5) Turpentine 

(h) Aluminum scrap 

(i) Fiber cartons 

Japanese trucks were furnished in lieu of American 

trucks beginning in Ott 50. The program was discontinued 

in the fall of 51 because of rising cost. Approximately 

8,W trucks were procured and delivered. Support is by 

ROKA. The US furnished the following, items for an engine 

rebuild program: 

(a) Machine tools 

(b) Babbit materials 

(c) Bar stock such as brass and steel 

(d) Spare parts procured from Japanese manufacturers 

(e) Materials for storage batteries 

Evacuation is by R0K.L to US Ord Reclamation and Glaasifica- 

tion Depot, Masan, Korea. Turned-in items become shortages 

and are the basis for requisitioning replacements. A resi- 

dual value, if any, is credited to the ROKA. In many 

cases, T/C&E shortages are not filled pending approval 

of a new T/O&E, &tti.ng out the items. (Examples: pistols; 

uNcLA”“---- ‘?: r,~RSS\FlED 
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vehi&les, ft&ruments.) Japanese trucks, being 2 wheel 

drive, are not as good as Army vehicles but fill the 

bill in general. Where howitzers are pulled on hills, 
.-- 

trouble develops and some USA general purpo8e vehicles 

have been issued. 

b. simal: Issues of suDslies and equipent are 

according to TjO&Ers or based on a Class IV project. 

No maintenance support,except emergency, is given. It 

is interesting to note that the ROKA soldier is good at 

maintenance of vehicular and Signal equipment. . 

c. EWinesr: Some equipment was withdrawn to 

fill USL shortages since ROKL soldiers required further 

training in the use of equipment. Such training has 

been and is being given and equipment issued accordingly. 

d. Transportation: The KNR is a ROK Govft corpora- 

tion which cannot be said to be furnished T/O&33 equip 

ment. The US does furnish sllmajor supplies such as 

coal, diesel oil, tires, rail, large construction materi- 

als, etc. Some 43 diesel locomotives, 33 steam (her- 

ican property) and 834 US freight cars and 82 passenger 

(hasp) cars are in operation. Diesel locomotives have 

US soldier engineers, The US has a contract with the 

.--. 

-.. 

KNR on a kdlometerdlile and passenger-mile basis 

while at the same time, we operate it as a military 

operation. We operate the back-shops using KNR parts 

where available. 

e. Medical: Medicalsupplies and equipment are 

furnished the ROKA in accordance with their military 

requirements, Raw materials are furnished the ROK for 

fabrication within Korea, utilizing Korean industry. 

Among the latter items are hospital linens such as 

sheets, pillow cases, blankets, operating gowns, 

UNCLASSIFIED 
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operating suits, corpsmenfs and nurses' uniforms. This 

programwas initiated in tirly 1951 and end items were 

received in Sep s by F0KA Medical Depotsi 

f. Quartermaster: Following C&! items are fur- 

nished on 

(1) 

(2) 

(3) 

(4) 

(5) 

$’ 

a reimbursable basis: 

Blankets - end items 

Organieational equipment - raw materials, 

scrap materials or end items 

Stoves - end items 

Tentage - end items 

Lanterns - end items (kerosene) 

Chemical: Flame-throwers only are supplied. 

Authori& number is 56 per Divisicn. 

CONCLUSION: 

Issues of materials and eni items have been based 

on D/A authority as military necessity. In the early 

days of the war, records are understandably lacking. 

Preeent procedure (EXJSAK Cir, 157, 1951) is to require 

the signature of a ROKA officer acknowledging receipt. 

Procedure is monitored by KMAG. 
I 
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KOFiEkJ? NAVY 

(Brief presented to military members of 
Unified Command Hission to Republic of Korea) 

I. Brief history of the Republic of Korea Navy since 1945. 

1, The present Republic of Korea Naval Force was started as 

a Korean Coast Guard under the Korean Wilitary Advisory Group after 

liberation of the country from Japanese occupation in 1945* In- 

itially this organization consisted of a few miscellaneous abandoned 

Japanese craft and surplus U.S. LCVPs, with U.S. Army personnel as 

advisors and instructors. In the summer of 1946 a small group of 

eight U, S. Coast Guard Officers, initially active duty officers, 

but later retired officers in a civil service status, took over 

the training of the ROY, Coast Guard. This advisory group was 

instrumental in setting up schools, establishing shore bases and 

acquiring additional vessels. By the summer of 1948 the Korean 

Coast Guard consisted of eight radio-equipped bases, a training 

station and academy at Chinhae, approximately 6,000 men and of- 

ficers and 34 vessols in actual commission. At a ceroncny csle- 

brating the recognition of the South Korea Republic on 15 August 

1948, the Constabulary and the Coast Guard were formally renamed 

Arny and Navy respectively but underwent very little change at 

that time. 

2. In the spring of 1949 a Wrine Corps was established 

within the ROK Navy. Its initial strength was about 500 building 

up to a little over 1000 in June 1950. iifter the outbreak of 

hostilities, the Marine Corps was built up rapidly to 5,000 person- 

nel, and as a regiment participated with the U.>S, Marine First 

Division in the landimg at fnchon. 

3. During the period between August 1948 and commencement of 

hostilities in Korea, the ROE Navy was more or less on its own... 

Outside advisory assistance was inadequate, they were handicapped 

severly by lack of funds and as a result their ships and their 

morale deteriorated. 
UNCLASSIFIED 
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Korean Navy, Cont'd 

-- 

4. In spite of this poor beginning, the determination and 

native ability of a small group of loyal Korean Naval Officers 
I 

has developed a small force of coastal patrol craft that have 

materially assisted UN Forces in the Korean conflict, Because 

of their willingness to fQht and their knowledge of water around 

Korea, their Navy was augmented by the loan of two American Fetrol 

Frigates in October 1950 and another two in October 1951, They 

have operated these Frigates, and other craft that have been loaned 

to them, well and to the advantage of our naval effort. 

5. The Republic of Korea st the outbreak of hostilities in 

June 1950, turned over the entire ROK Navy and Marine Corps to 

CINCFE for operational control. CINCFE in turn assigned these 

forces to COMNAVEE. In order to properly employ the ROK Navy, 

COMNAVFE assigned a Deputy Commander to take command of the FX)K 

Naval Forces and provided him a small staff in order that he 

might exercise operational control of, and aebist, the ROK Naval 
. 
Forces. From July 1950 until 9 February of this year officers 

exercising this control were on temporary additional duty from 

the staff of COkNAVFE. 

6, To improve the operations of the ships of the Korean 

Navy during a period cf very great expansion of personnel, the 

officers exercising operational control have of necessity had to 

expand their activities to give advice on developing a naval 

establishnent and to develop a sound training program for the 

officers and new men. The Naval Academy at Chinhae was re-oriented 

toward U.S. Naval Academy standards with a curriculum geared to 

providing officers trained for small ships operations. Text books 

used were first procured from U.S. sources then tran&ted and 

reprinted in Korean. Service schools have been organized at 

Chinhae and technical training of enlisted men has been emphasized. 

The naval base at Chinhae was reorganized ta provide better 

material assistance to the operating forces and to take advantage 

,H UNCLASSIFIED 
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Korean Navy, C:ntld 

of sc:lv.zgc materials. iA start has been made to organize the 

hczdquarters of the ROK heavy to functkn along the lines of 

the U.S. Navel organization. 

7. On 9 February 1952, in accordance with authorization 

from CNO, a ~UTXQ J,dvisory Group Republic of Korez N?.vy was es- 

trlblishad. This group is under the oper.::tion?.l control of 

COxNri.vFE . The Chief of this ndvisory group is also designnted 

CTCT 95.7 ,md will in this cnp< zity, continue to exercise optir- 

::tional cc.ntrol of ROK Nav.1 Forces -s necessary to coordinate 

nper?ticns with UN Forces oper,-.ting in end o-round Korea. The 

aJvisor,y gr3up ccnsists of 20 Navzl officers, 7 &rine Corps 

officers, 71 Naval enlisted and 11 Zzrine Corps enlisted men. 

II. Present status of ROX N-,vt:l .and ikrine Corps. 

7 I. Cur ent persznnzl strengths. 

Officers &listed 

bJJ' 922 7239 

Xzrine Corps 561 16449 

T~;tzl 

8161 

17010 

2. Presently the ROK Navy is mr.de up of s3mc 60 vessels 

consisting of patrol craft, minesweepers, smell amphibious crrlft 

2nd miscclloneous small Auxiliary craft. The United States hcs 

loaned the Kcre.;n Government 19 of thesc vessels, the Kcrz?.n -- 

Government hc:lz? title to the remainder. 

The vessels on lonn to the RCKs are: 

4 Frig.tes (PF) 

2 Patrol Crzft (PC) 

4 Pntrol Cr?ft Smzll (FCSJ (Due out in the near future) 

2 Lnnding Ship Support Large (LSSL) 
. 

3 LCVP 

4 1jotor Torpedo Bortts (PT) 

3. ROK Nnv:~l units z,re being very effectively for mine- 

sweeping, for pW:trols to prevent North Kore,ln fishing and small 

crlft activity, against enemy -regent activity, for harrassment of 

enemy road and beach tr.affic, and for gaining intelligence. 
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le. Logistic support of the ROK Navy has been a major problem. 

,--- 

+- 

The inability of the country ns a whole to supply its own basic 

needs is reflected by the fact thrlt the procurement of such things 

as office supplies presents them .a grave problem. Items of a 

technical nF*ture produced by a precision machinery is next to 

impossible to bbtain from Korean s-urces. Therefore the Korean 

Naxy has received about 90 percent of its operational logistic 

support from U.S. Sources. The Korean Government&main con- 

tribution to the support of their Navy is for gay, food <and 

clothing for the personnel. It has been necessflry to augment 

even these items from U.S. sources at times. In accordance with 

JCS policy it has been the procedure to authorize issue of such 

-materi,21 from U.S. sources as is necessary to sugaort and maintain 

the Republic of Korea Navy as an effective combat force. In 

implementing this @icy serious consideration is being given 

to two other objectives: 

a. To build u,u the Republic of Korea Navy to be as 

nearly a self-sufficient military unit as possible. 

b. To achieve moximunl effective utilization of the 

funds and materi-:ls expended by the U.S. in support of the Korean 

FJavy. Therefore in furtherance of b;?sic policy and objectives 

the fellowing procedure h?s been followed: 

(1) Requirements of the ROK Navy shnll be provided 

to maximum extent from ROK Government sources. 

(2) Requirements which cannot be provided by 

the ROK Government shAl be provided to the maximum extent 

possible from Eighth i;rmy, in accordance with current directives 

and instructions governing logistic support for forces in Korea. 

(3) Requirements which cannot be furnished by 

either of the above .shall be requisitioned by the Chief, Naval 

kdvisory Group, Republic of Korea Navy. Such requisitions 

must be accompanied by sufficient detailed justification and 
. 

explanation to permit thorough evaluation by COI1ZXVFE. 
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The major items the U. S, Navy are supplying are fuel, 

ammunition, spare and replacement parts and major repairs. 

III. The future of the ROK Navy. 

1. The Republic of Korea in providing military forces for her 

protection and security during both the Yost-armistice and post- 

treaty or peace-time period needs a Navy capable of protecting her 

coast. To do this the ROK Navy must be capable of performing the 

following tasks: 

a. Minelaying and minesweeping operations. 

b. Coastal patrcls in connrction with anti-guerrilla opera- 

tions, anti-infiltration of ETorth Koreans. 

c. Anti-smuggling patrols, 

d. Rescue missions with shi?s able to take the sea in 

reasonably rough weather. 

e, Minor amhibious landing operations on islands and 

along defense line in connection with anti-guerrilla operations. 

2. To carry out these tasks during the post-armistice - pre- 

treaty period, the Navy plans to expand to their authorized ceiling 

of 10,000 ;3ersonnel and has requestd two additional Frigates and . . 

some additional miscellaneous supporting small craft& The requests 

for a-lditional vessels have been forwarded from this theater recom- 

mending approval and await decision in mashington. 

The Marine Corps is planning to expand to their authorized 

ceiling of 20,000. 

3. In the post-treaty or .-.eace-t!.me period it is considered 

that the ROK B?a.vy can carry out its tasks with the vessels they 

presently operate, plus those reauestcd, and a personnel strength 

of from 8 to 9 thousand, and a Marine Corps of from 4 to 5 thousand. 

4. To accom.ylish these tasks and maintain an effective force: 

a. A large scale comprehensive training program covering 

all Thases of the nav,al catablishment is vandatory. 

b. Further im,Trovcment in organization of the Navy and 

Marine Corps is required. Particularly insofar as sup-71~ and main- 

tenance are concerned.. 
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d, 'E‘urther improvement in the physical facilities of 

Chinhae Naval Base and the Inchon Naval Base is essential. 

d. Initial outfitting in some cases, and improvement 

the 

of 6 

facilities for training of enlisted personnel in nearly all cases, 

is required. 

e. An allowance of spare parts for at least two years of 

operations must be provided for all ROK Navy vessels. 

f* Mines and minelaying equipment is required. 

g. Dredging operations at Chinhae Naval Base to permit 

greater use of the present dock arca are needed. 

h. Consumable stores that cannot be Trocured locally 

must be provided. 

5. In order to do these th;ngs the U, S. must continue to 

assist the ROKs by advising and supervising organization, training, 

operations and oontinue furnishing considerable logistic supoort, 

6. It is obvious at this point that the ROK Government is not, 

and will not be, able to support a force like this without U. S; 

help, therefore, the ultimate size of the post-hostilities ROK 

Navy and Marine Corps will depend upon the support the U. S, can and 

will provide. While it is true the U. S. will have to contribute 

heavily to the support of such a naval force, it is also true that 

it will be less ex;?onsive than keeping our own forces in Korean 

waters to do the same job. 

IV. Base reauirements for the U, S, Navy in Korea. 

1. To sup?ort 7rcsent oqerati-ns in Korea yN!e have in addition 

to the ROK Navy Advisory Group, a small Fleet Activities Facility, 

Military Sea Transport Service representatives and a Naval ShipY3ing 

Control Office in both Pusan and Inchon. U. S. Naval personnel 

based in Korea h?s never exceeded 800 men. Under conditions visua- 

lized in the forse able future this figure will never be exceeded. 

V,.S. Navy base'reauirements in Korea for present and future 

operations are: 

a. Office and housing facilities for Military Sea Trans- 

port Service, Naval Shipping Control Officer, and a small Fleet 

Activities facility at Pusan and Inchon. 
6 . . 
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b. Housing facilities for the Naval Advisory Group at 

Chinhae, Pusan and/or the seat of the ROK Government. 

C* Navigational rights in all waters in and -around Korea. 

d. Port facilities necessary for the logistic support all 

UN forces in Korea. 

e. Storage facilities, in the Chinhae area, fcr ammunition 

and supplies for U.S. forces operating around Korea. 

Vi Republic of Korea Merchant Marine. 

1. The Marine Transportation Branch of the United flations Civil 

Assistance Command in Korea is acting as the advisory group for the 

Korean Merchant Marine. The U.S. Navy is assisting by providing 

basic training in seamanship and engineering. This training is 

being conducted at Yokosuka by our established Underway Training 

Element. 

2. The Korean Merchant Marine consists of about 40 ships 

(including the 12 le,sed from the U.S.) with a cargo carrying 

capacity of about 40,000 tons. All thesE ships are operated by the 

Government Controlled Korea Shipping Corporation. The Government 

owns 8075, private interests 20$. It is estimated that the right 

kind of ships aith a total capacity of from 40 to 50 thousand tons 

would be capable of carrying all of Korea's normal coastwise cargo 

and 40 to 50% of her freign commerce. The ships they now have 

approach the required carrying capacity but they are not of the 

proper types. They are antiquated, inefficient and uneconomical 

and are only being used because of the great need for marine trans- 

pOrtatiOn. 

3. In Ootober 1951 a U. S, Senate Joint Resolution was passed 

authorizing transfer to the Government of the Republic of South Korea 

up to 50 thousand tons of commercial ship3ng from the Bepartmentd‘ 

Co-merce, In February of this year the U, S. Maritime Administration 

advised that they had approximately 50 ships of the type desired 

available in reserve in Gulf rznd East Cmast ports; They estimated 

the value of the ships, the cost of reactivation and cost of deliver- 

ing them to a Japanese port nil1 total about $960,000 per ship. . 

UNCLASSlFlEO 
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They etated further that there exists no legislative authority by 

which the U. S. could sell, charter, loan or otherwise make available 

this tme vessel, but that such legislation is new pending in congress 

to authorize such a sale, The bill has passed the senate and is now 

in comittee in the House of Representatives.. 

4. At present, Korea has an acute shortage of experienced 

merchant marj,ne personnel and their training facilities are sadly 

inadequate, To provide adequate training there is a plan to build a 

Merchant Maine Academy adjscsnt to the ROB NW&L Academy at Chinhae 

This plan providrs for joint use facilities and for the ROY Navy to 

assist in the training of the Merchant FKyrine Cadets. 

UNCLASSIF\ED 
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ECONOb4IC CAPAEILITY OF THE ROK GOVYR~!3NT 

TO SUPPORT AN AFWB FORCE 

-;t jg -;;- .j$ -;k ;; +:- ,y 3; -‘,$ +? $$ 

My discussion on this subject will be covered in 

the following order: first, population; second, the 
0 

economic capabilit y of the Republic of Korea (ROK) to 

support an Armed Force; and third, the financial capa- 

bility of the ROK to support an Armed Force. 

I. POPW'iTION: The first and primary consider- 

ation for an Armed Force is, of course, men for that 

Armed Force. The population of South Korea is approx- 

imately 22 million and it is estimated that of this 

number at least l,5 million men are of the required 

age and physically fit for military service. 

The latest logistical report from Eight U. S. 

Army in Korea (EUSAK) states that the ROK Army (ROKA) 

consists of approximately 320,000 men. In addition 

there are 5,COO men in the Air Force and approximately 

25,000 in the Navy and Marines, making a total 350,000 

men under arms. In addition there is a national police 

of 65; 000. From the standpoint of manpower for an i,rmed 

Force the ROK has no worry. Various estimates have been 

made as to t:le nx$ber of men the ROK might make available 

&or service in the Armed Forces. The highest figures sug- 

gested was that by President Rhee about nine months ago when 

he stated that South Korea had an additional 2-i million 

men that could be placed in the Ilk Armed Forces Y Pro- 

1 
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Vided equipment for such a force could be obtained 

outside South Korea. This statement was primarily 

made for political purposes, However, there is no 

doubt that the ROK Armed Force could be increased 

substantially if the only requirement is manpower. 

Manpower alone is not enough. An Armed Force must 

be equipped, fed and paid. These call for resources. 

II. ECON(WC CAPABILITY OF THE ROK COVERNWGNT TO 

SUPFORT AN ARMEB FORCE: In order to estimate the ec- 

onomic capability of the ROK to support an Armed Force, 

it is first necessary to review briefly certain ec- 

onomic facts of South Korea. 

a. Industrial Potential of South Korea-The 3P- 

industrial potential of the ROK has already been covered, 

however, it is worth repeating that the ROK has prac- 

tically no heavy industry. Korean industry has never 

been self-sufficient, since her factories, mines and 

industrial plants were merely links in a chain of pro- 

duction plants which included Manchuria and Japan. 

Almost 85% of the heavy industry of Korea was located 

in North Korea and while a large part of the light in- 

dust.ry is located in South Korea, it was dependent on 

North Korea for electric power. While some iron and 

steel products are manufactured in South Korea, they 

are mostly confined to agricultural equipment such as 

plows,, etc. There exists in South Korea no automobile 

industry, machine tool industry or other facilities 

normally associated with the production of armament. 

Accordingly, all of the heavy equipment necessary for 

equipping an Armed Force must be imported. This means 

that it must either be given to the ROK or the ROK must 

2 
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purchase it With sd&?;de foreign exdhange. South Korea 

doe& have some light industry, The most jmportant 

of which is textile manufacturing. However, the 

damage done to this industry by the war has been ex- 

tensive. Prior to the Communist invasion there were 

seventeen cotton textile plants in South Korea. A 

year later only four plants were in operation. At 

the last reporting there were 70,ooO spindles and 

8,500 laoms in operation. The textile industry can, 

and is supporting the ROK Armed Force, However, pra- 

ctically all raw materials for both the cotton and wool 

industry have to be imported. A similar case is the 

rubber industry. South Korea has facilities for man- 

ufacturing bicycle tires and tubes, rice mill roliers 

and the traditional Korean rubber shoes. In summary, 

the industrial potential of South Korea can contribute 

little toward the support of an Armed Force. In terms 

of equipment for an Armed Force about all the industry 

of Korea c;n do is process cotton and wool into clothing 

and equipment, manufacture rubber shoes, tires and tubes 

for bicycies, csoking pots, etc. I 

b. Electric Power--Prior to May lqi+8, approximately --- u__ 

55% of the electTioa1 power used by South Korea came from 

North Korea. The remainder was being supplied by steam 

generation plants, hydroelectric plants and steam barges, 

The total even then was insufficient for South Korean 

needs for industrial and economic rehabilitation. It is 

now barely sufficient to keep the more important mines 

and factories running. Certainly there is no excess 

electrical power which would permit industrial expansion 

of any degree. During January 1952 South Korea's daily 

production was 64,100 KWH of electric power, of this 28% 

3 
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from steam generation 

C. Miblp-- South Korea's mining is generally 

limited tcj coal and tungsten, However, scattered 

deposits of fluorspar, talc and kaolin also exist. 

From the standpoint of supporting an Armed Force the 

importance of the mining segment of the Korean economy 

lies in the foreign exchange that the pruducts from these 

mines generate. Other than coal none of them are used 

to support the Armed Force. 

d. Agriculture and Fishing-There is little doubt 

that the ROK Government can fully supply the food require- 

ments of an Armed Force. Historically, Korea has been a 

food surplus nation. During the period 1930-40 Korea ex- 

ported over l,OOG,oOO metric tons of rice and pulses an- 

nually. biost of this was produced in South Korea. In 

addition, several hundred thousand tons of fish were ex- 

ported annually. With 5mports -of fertilizer adequate 

fDr optimum crop protiuction and the rapid rehabilit- 

ation of the fishing industry, South Korea should soon 

be able to provide adequate foodstuffs for the whole 

population of which the army is a part, and possibly 

permit sizeable exports. kt present, exports of marine 

products appraxinate $3 million annually and it is ex- 

pected to approximate $10 million by the end of 1952. 

Summed up, about all the ROK Government can supply 

an Armed Force from its economic resources are: 0) 

Food, (2) Pay, (3) Processing of individual clothing and 

equipment, (4) Shelter and (5) Rail transportation. hs 

a matter of fact, these are the items that the ROK 

Government is n,m supplying its Armed Force, Other items 

includin& organizational equipment, ammunition and POL 



necessary for equiplihg the present ROK Armed Force 

are being supplied by the United States. 

III. FINI:NC?XL C!,PABILITT OF THE ROK GOVEMENT 

TO SUPPORT AN M&ED FORCE: Even tho the ROK Government 

only supplies certain items to its Armed Farce, there 

is a limit from a financ!.al standpoint to the Force it 

can maintain, The ROK Armed Force, like that of any 

other country, must be paid and logistically SUppWkd 

by the Government it represents from revsnue accruing 

to that Government, unless that Government receives 

outside aid. 

The Minister of Finance of Korea in a recent 

speech to the National kssembly in defense of Budget 

said that 'i,I?c buCget for KFY 52 was approximately 

$ $93 billi on (eppriximately $166 milliorr;c), of which 

apprtucimately 8 577 billion (approximately $95 million+) 

:>r 85% was for direct war expenditures. The $ 577 bil- 

lion covers expenditures for the Army, Navy, Air Fcrce 

and National Police. Of this <amount, the Army is to 

receive $ 389 billion (sppriximatsly $65 million*) and 

the propasei: strength of the iirmy for KFY 52 is 3l2,OOO. 

This Ir!orks O.;t@ to 3 yearly cost pr man ;P approximately 

jt 1,2.:'~~,000. 

:, study just concluded by G-5 indicates that it currently 

costs the RCK Government pb 1.6 million to maintain one 

man in the ROIL;; for one year, This study is based on 

current prices and current pay scales and on the as- 

sumption that the United States is supplying ammunition 

organizational equipment, POL and raw materials which 

the ROK processes into individual equipment, Of this 

$5 Conversion rate fl 6,000 tc $1.00 
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figure ($ 1.6 billion) approximately 42.9% is for 

rations, 10.4% for pay, 21-G far processing individual 

equipment, 1.2% for rail transportation, 1% for fuel 

and 23.4% for administration, shelter and other costs. 

The principal cost is for rations and this, of course 

will fluctuate considerably from day to day with the 

price of rice. 

Pay of personnel in the ROU is considered WI* 

realistic. The average pay of enlisted men is $ 354 

per day. Xhile %.&at of officers is )pr 1,370 perday. 

This is equivalent to six cents and 33 cents re- 

spectiveQ*. _;'p"y scales have not been revised since 

the beginning of the war and during that time prices 

have increased almost 800 percent. Lack of adequate 

pay l?as caused both men and officers to engage in 

activities not in keeping vlrith an Armed Force, such 

as using Army 'Yranspbrtstion to transport wood and 

charcoal for the civilian populace. 

The i?DK Government claims that .$3S9 billion 

is the maximum that can be allocated for the support 

of its Army during ROK F'Y 52. If this is so it is 

quite evident that the ROKA cannot be maintained at 

a strength of 312,000 as proposed. Based on current 

costs, current pay scales and the U. S. absorbing costs 

previously referred to, the $ 389 billion will only 

be sufficient to maintain an Army of approximately 

240,000 men during ROK E'Y 52, Rowever, it must be 

remembered that inflation is likely to continue which 

will have considerable effect on the ration component 

which sonstitutcs Zt2.!$ of the total cost and that the 

pay scale is entirely unrealistic. 



If it is granted that $389 billion is the tctal 

that the ROK can allocate to the -5OK.A during RDK FY 52 

and if it is further assumed that a realistic wage is 

to be paid to both enlisted men and officers it is ex- 

tremely doubtful that this amount could support an 

Army in excess of 125,000, This is als;, based on the 

assumption that the United States will continue to 

furnish all of the organizational equipment, ammuk 

ition, POL and raw materials for making individual 

equipment. 

A study of the ROK FY 52 budget is currently 

being made to determine whether it reflects that the 

maximum revenue that can be collected and whether 

proposed expenditures are realistic, Pending the 

cc3anpletion of this study no proper estimate can be 

made as to the maximum funds which the -ROK Government . 

c8n safely appropriate for its Armed Forces. However, 

it is noted that the ROK Government appropriations for 

the Army in ROK FY 1951 was $ 230 billion for an army 

of 312,000 men, while the proposed appropriation fcr 

ROK FY 52 is J# 389 billion for the same size army, 

an increase of apprzimately 603%. During the period 

1 April 51 t,o 31 Uarch 52 it is estimated that prices 

rose at least 20s. 
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I. INTWDUCTIOX: ---.I_ 

Thi: rehabilitation of the BOX school s:rst31;1 is 2ssen- 

int3 needs to furnish basic school rquircm~nts for over 

3,000,OOO children. The 110X Sovcrnmcnt is nttcmpting to 

rch~xbifitnta a school syst . . cp &ich has &en disrupted and 

virtually destroyed. CI~?ClJ~TCfs mission to prevent disease, 

stzrvntion and unrest among the civil popul,?tion of South 

Kortia is the avi:nue of UEC rdsponsibilit;r in this matter. 

The intzgrytion of the short-rahge (UXC) and l.ong-ra.ng;: 

(iUNLRA) educntion?l progrrzn,zs in support of thL ROK is in 

accord?,nce with the 1&orandum of Undtirstanding, and is 

actively undue stud;7 in thi: lJNC-IJIL:KfL"I Joint Co,m~aittczs 

in both Pusan and Tokyo. The d~lin&tion of r:sponsibility 

nically trained personnel ns advisors undtir thd duraticn cf 

ilitntud. 

II. Ci?XZT SITLX'IO~:: 

Prior to thi: communist invasion th+>re were 18,604 schools 

in the school systx~ of the Republic of Koran: 3,918 elemen- 

tary schools; 544 middlti schools; 289 hi,& schools; 26 normnl 

schools and t&xhers' institutes; 44 coll~gos; 4 universities; 

10,761 civic schools; 10 tGchAnic;:l institutes; 2 blind and 

do,af schools; 2nd 5 hi&&r nurxs training instituttis, The 

total enrollwnt for all schools was anproxixat~ly 4,182,115., 

UNCLASSIFIED 



4 

UNCLASSIFIED ' 

Due to the invasion only about 60% of the schools are presently 

operating, many of them in very temporary and emergency type 

of classrooms. 

Approximately 81% of all school equipment and instruc- 

tionalmaterials have been destroyed, including thousands 

of textbooks and reference materials, desks, chairs, black- 

boards, scientific equipment, teaching aids, and other basic 

supplies. Over 33s of t!.e school buildings have been 

completely destroyed and another 15% has been damaged to 

such an extent that the,y are uns&tisfactory for use by the 

school children. In addition, many of the school buildings 

still intact are being utilized to house refugees, troops, 

and hospitals. Almost one-half of the school children are 

attending classes in the open air, when weather permits, or 

in very crude shelters, some of which have no windows, or 

roofs, and some of which have only three walls. About 27% 

of the Tublic and school libraries were completely destroyed.. 

Xany of the industrial plants which forlnerlp .manufac- 

tured equipent and supplies for the sctools hav2 been des- 

troyed or badly damaged. Those that are still intact are 

unable to get into full production due to critical short- 

ages of raw materials. 

During the Japanese occupation very fc~ professional 

leaders v:ere trained among tha Korttan educators so that today 

there is a dearth of qualified education administrators, 

supervisors, research experts, nnd professors, 

There has b:on very little change in the curricula,. 

textbooks, and instructional m&hods employed in thti schools 

for thti past 30 years. Tht patterns established by the 

Japanese during their occupa)ion of thti country are still 

maintained, although educational patterns in Japan have 

been revolutiorj_zad., 



,- 

Adult education, formerly provided on a v&y Z&ted 

basis in the citizens schools, is now almost entirely 

extinct due to shortage of supplies, buildings, tzschers, 

books and finances., 

Paper and printing facilities arti in such short supply 

that less than 20% of thi: tzxtbock needs are being produced 

in Korea. 

A critical shortage of teachers exists, This is due 

to sevi3ral reasons: a lack of sufficient funds in the 

education budget for hiring the number of teachers needed; 

tk;;: nccessitv for re-training many teachers tr?ho continued 

to teach while their schools wdre suptirvixed by the 

cotiuni$tsy the extremelg low salary ;paid to the tsachers 

by the Govcrnrnent; the unsatisfactory physical conditions 

in l&ich the ttiachtrs must work. 

No complete, accurate statistics are available on 

illiteracy in Korea. .Howev.;r, 338 of the young men between 

the ages of 18 and 26 who were draft%>d into the Republic of 

Korean Ismy during last year wc;:r\I-s listed as illiterates. 

There is probably a higher ptirccntage of illiteracy among 

the general. population. 

bring the Japanese occupation, vocstional and tech- 

nical education was greatly neglcctod, tachnicians' positions 

having b;:cn held b:~ J~anese. In consequence, South Korea 

is in dire need of technicians in all lines of industry. 

The Xinisttir of 5ducation's proposed program to teach basic 

technical skills --"a skill for ovary childll--has not made 

much progress, for lack of funds. 

Regular school attcndanca tr is estimated at approximately 

60%. The Govt=rnm;3nt has not found it possible to enforce 

the compulsory attendance law. School facilities would not 

be available were this done, with classes averaging around 

70. Tuition fzos, averaging about 10,000 won per month, 

keep many children out of school. . 
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The expense of carrying on a war an4 providing the 

necessities of life for Tar-sufferers, refugees, and displaced 

persons has left few funds available in the national treasury 

for education. 

III.. ASSIST!&X!3 NOT" BEING GIVa? TO TX3 EDUCATIOxSYSTB2 "...- -- .-.e. e_-- ----- 

UXCACK is presently assistin,g the ROK Government by 

providing limited material and technical assistance on a 

short term basis. Plans call for the construction and 

repair of cpproximately 5,200 emergency type classrooms, 

the construction of dtisks, chairs, and blackboards, and the 

bringing in of ;>nper, radios, and sound projectors in 

smnll quantities. 

UPXSCO has contributed &lOO,OOO to be used for the 

purchase of printing equipment for printing the millions 

of textbooks needed. 

UMRL is nor: formulating plans for supplying the school 

system with $l,OOO,OOO worth of scientific and technical 

equi.pPnent, visual and audio aids, reference books, and 

textbook paper. 

Vrxious charitable organizations have been contrib- 

utinp, clothing, food, and somt;: school supplies such as paper 

and pencils to the children and te,zchtirs, 

The Committee for a Free ;=sia has donated 1,000 tons 

of rwwsprint to bz used for the printing of elementary 

school tc?xtbooks. 

Iv, ZXJC~~LTION~"JL .UZZDS : 

,Dh;rsical Rehabilitation of School Facilities. The Pm c-F-- 

present program of the foreign agencies for the rehabil- 

itation of school facilities and equipment should be aug- 

mented and acceleretcd. 

Teachm Trainin&. The program for the: training -and 

re-training of t snchers should include: 
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a. The holding of training institutes at the 

normal schools for the training of prefessors to train 

teachers;, 

b. An exchange program whereunder Kortian teachers 

would bi: sent to America, v5th all expenses paidj to observe 

and study. 

c. Establishment of textbook and curriculum 

centers where teachers would have access to books, period- 

icals, and zhibits to carry on professional study and 

research.. 

d. Holding workshops at provincial and local 

levels for teachers and principals. 

Literacy TrainJx. Schools should be established --e. 

for teaching the approximate 5,000,OOO illiterate adults 

to read and write, 

Technical Education. If Korea is to become a self- -.. -a- P 

sustaining nation, her people must be given specialist 

training in all aspects of industrial, social and govern- 

mental management as well as in basic trades Land skills. 

To this end, the whole field of vocational and technical 

education needs to be carefully studied by experts and 

recommendations made 2s to improvement in curriculum 

content and administration. Financial assistance to supply 

equipment is needed. 

Fundamental Zducntion. Xor2ans in general, particul2rly 

in rural areas, have less than a fourth grad2 education. 

The need, therefore, for tiducating the people at the grass 

roots in basic fundamentals is urgent., Especially do 

farmers, J&O reprusent approximately 80% of the population, 

need to know tha basic farming facts <and how to use basic 

farming skills, in order that farm production may be 

increased toward the maximucq, For example, egg production 

in Korea is 70 - 80 eggs per hen per year; although the 
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importation of braGding stock may be necessary t6 raise 

this average to a desirable lavzl, training in the care and 

feeding of poultr, w would no doubt increase production 

considerably, T'ne semi: need exists for information in regard 

to such matters as personal ‘and public health and clcCanlinoss, 

public safety, child care, home crafts, and procadurtis for 

tiffticting ,and carrying forward organizations, such as farm 

cooperatives and parent-tcachar associations. 

Curriculum <and Textbook Revision. If the sc;lool system 

is to serve as an offactive tooi in the rehabilitation and 

future development of Korea as an independent and self- 

sustaining nation capable of cooperating with the other 

peaceful n?tions of th e world then the entire school 

curricula from thz elementary school through the university 

inust be revised, .A revision of curricula will nscessitlte 

a revision of textbooks. 

T$q30rt ,'issist+.nce l?e2u~.XJ, ThGra is need for top- 

flight specialists to come to Portia to Lanalyze educational 

problems and work out practical solutions, since noni: of the 

foreign agencies working in this area has such specialists 

in sufficient numb,drs to do the job requirtid. 

Financial Assistance. I_-_c - A-. The meeting of thti needs mentioned 

above will call for a grcatsr outlay of money than the R.OK 

Government is able to supply. 

v. CINX!!C J3ZE~~JSXBILITY: -- 

CmCUNC responsibility in this field is two-fold; first, 

to help the Koreans help themselves by furnishing the mnteri?ls 

and supplies with tbhich it will be possible to construct or 

rehabilitate <and furnish school classrooms only to the extent 

of reestablishing basic minimum taaching conditions as a means 

of preventing unrest among the civil population. Secondly, 

to coordinate during the .militsry ?hasa one the activities 

6 



of other mJ agGncizs (UIXRA, UNESCO, UIXEF, etc) and outsida 

agenciws such as the ComGttc?e for a Free Asia, Ford Found- 

ation, Junior Amuricsn Red Cross, titc who want to contribute 

to the imzxdiate short term nc;ods, or assist in planning for 

the long-r‘ange program (UIRA responsibility) of raising the 

educational standards of South Korea to a satisfactory lcvcl., 
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Prepared by : DR. ALBERT E:IGHT 
15edical Section 
GHQ, UNC 
3 npril 1952 

SWmRY OF THE PUBLIC HEALTH AXI) 
WFLFzrRE SECTION’S ACTIVITIES IN KOREA 

******************* 

Under the lea.dership of Brig. Gen. C. F. Sarx, the 

Public Health and Welfare, United Nations Coxland, Field 

Organization in Korea, was created during the sunner of 

1950. This organization consisted of a Xational Tean and 

two Provincial Teams, the personnel of which was selected 

fron the staff of the Public Health and Welfare Section of 

General Headqusrters, United Nations Conr,lend. These teans 

were detailed to Korea a.nd attached to Headquarters, Eighth 

ar2y for lo@stic support, with the two orovincial teans 

located in Tacgu and Pusan areas. Their nission was to 

esta.blish a civilian relief prograr?. in order to prevent 

disease and unre st . Fundar!ental plans had been made before 

the tearx proceeded to Korea, and these were aTended a.s 

the conditions in the field required. In October, 1950, 

the two provincial teams were withdrarbm and the work passed 

into the hands of teszs composed of Eenbers of the United 

Nations Korean Reconstruction Agency. On 1 October 1950, 

the Public Health and Welfare Field Organization Readquarters 

r;oved to Seoul to establish a closer liaison with the Republic 

of Korea Government for coordination in activities and policies. 

xt that tine, the personnel recruited by the United Nations 

began to arrive, along with the personnel which formed the 

provincial tearr;s and field organization. This personnel was 

integrated into the organization and was also used to estahlish 

two new teans ti .Seoul and the Kyon,- Gi Do areas. This orean- 

ization continued until the end of October loE;O, when the 

responsibility for the prograr?. was delegated to the Eighth 

United States arw in Korea, and a Civil Affairs Section was 
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established in the Eighth XXV Headquarters. On 30 October 

1950, General Order Bo. 145, Headquarters Eighth United States 

xrrzy Korea established the Civil Assistance Command in Korea. 
. 

This command absorbed all the United Nations recruited person- 

nel from the Public Health and Welfare Field Organization, and 

they continued to function as members of the national and pro- 

vincia.1 level teams. This personnel was augmented by assigned 

military personnel as they becane available. 

In the late summer and early fall of 1950, there was a 

huge refugee population driven into the southern portion of 

South Korea, with marked concentration in the Tae%T and Pusan 

areas . This migration resulted in a high concentration of 

refugees in camps ranging in number from five thousand to 

several hundred people. With the beginnine of the migrations 

in August, the Korean Government had realized the dancer of 

such concentrations and had va.ccinated with smallpox vaccine 

most of the refugees as they moved southward. This population 

movement greatly increased the medical problems in South Korea. 

During the initial period of extensive military activity, 

the chief health problem was the prevention of epidemics among 

She refugees in the crowded areas and the provision of medical 

care in the numerous cam-gs, which care, of necessity, had to 

be of an emergency mature. ‘Ihe problems were difficult to 

solve because of several factors: 

1. There were large aggregations of teslporar:J refugees 

without adequate facilities for bathing and laundering; sani- 

tary preparation of food stuffs; pure drinking water; and ade- 

quate treatment of disease and injury. 

2. ?Zilitary requirements (Korean) competed with civilian 

needs and this situation was made acute by: 

(a) Confiscation of wholesale stocks of drugs and 

dressinss for arriy use, 
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(b) Preerzption o f hospitals and public buildings for 

care of the military wounded. 

(c) Drafting of doctors for the armed forces. 

. 3. The national hea.lth authority was disorganized by 

changes in location and depletion of its staff, without cover- 

age for the phases of activity for which the personnel were 

absent. 

4. There was a lack of prompt actio?l upon the part of the 

na.tional health officials to respond to the problems which pre- 

sented thenselves. This wes evident from a failure to maintain 

investigations of certa.in comunicable diseases in areas where 

mallpox and typhoid had been located anong refugee groups; the 

failure to provide adequate oedice.1 cam in refugee camps by 

supplying assigned personnel with drugs and dressings; and the 

absence of plans for effective distribution of drugs and other 

Eedical sup$ie s which were still availa.ble.. 

58 The confused attitudes of the national end local 

authorities with treIzendously increased responsibilities and 

practically no local resources (budgetary and personnel, as well 

as supply) with which to fulfill these responsibilities. 

During the r?onths of September and October 1950, it was 

impossible to enter the western provinces of the Chollas because 

of guerilla activities so no real detemination of the conditions 

there could be obtained, but fron certain reports fros native 

doctors and missionaries who ha.d been able to get through the 

lines to Pusan, the conditions there were extremely acute and 

except for the supplies which oen were able to ca.rry into these 

areas on their backs, it was impossible, at tha,t tine,, to re- 

lieve the conditions there. The hospitals had been stripped of 

all their supplies and instruments., some of the nurses and 

doctors had been kidnapped and taken along northward with the 

retreat of the North Korean forces, and the guerilla activities 

mde it impossible to get supplies across to peninsula to these 

provinces during that early autum. 
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In July 1950, scattered cases of SmalliJoX were reported 

end a million doses of smallpox vaccine was utilized in July 

and August. This was used in Taegu and Pusan areas aron? the 

civilian and refugee population, with the result that these 

diseases did not occur in these contested areas. During Sepc 

tember, six cases of smallpox did appear in a qoup of infants 

under three months, none of which had been vaccinated, vith 

the result that a progra,. ~1 was inaqurated to revaccinate all 

individuals residing in the “Pusan perimeter” against smallpox, 

typhus, typhoid and cholera. When all South Korea was opened 

for occupation by the indigenous population in October 1950, 

all major population areas, including Seoul, were added to the 

program. 

Disease incidence was relatively low during the summer of 

1950 and did not appear to increase to any extent by the return 

of the refugees to their homes in October and November. The 
. 

majority of these refugees had been immunized against smallpox, 

typhus and typhoid during their stay in the camps, and the 

scattered cases of small2ox and typhus, even during the months 

of December and January, did not total over 100 cases weekly, 

Immunization teams were set up and had been at work con- 

tinuously to complete in::unizations in the southern areas, im- 

munizing all refugees, and carrying the program northward as 

additional areas of inva.ded territory beca.me accessible,. As 

the refugees were permitted to return northward, immunization 

stations were established on all main roads and checks were 

made to avoid the transmission of typhus, smallpox and typhoid 

to the unprotected northern areas, as much as possible. ns of 

25 June 1951, 50$ of the entire population of South Korea had 

received immizations against smallpox, typhus and typhoid, 

and in the port cities and also in the northern zone of South 

Korea inoculations against cholera were performed. 

- 
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During later periods of the year 1951, the initial problems 

were expanded in scope with the assumption of control over larger 

areas in which extensive destruction had occurred to public utili- 

ties, hospitals, and to housing; with the inclusion of refugees, 

among whom additional communicable diseases were found to be 

present ; and with increased susceptibility to epidemics due to 

reduced vitality, deterioration of sanitation, and seasonal 

fat tors. However, the extensive evacuations from the borderline 

provinces, in January 1951, brought smallpox and typhus into many 

new areas of South Korea and scattered it amon? the people most 

vulnerable to these infections, who had not removed from their 

home loca.tions. The weekly incidence of smallpox rose to over 

2,000 cases weekly in E&rch and remained at that level throu,zh- 

out the following three months. Typhus cases rose from one to 

two thousand cases weekly, a.nd typhoid to PS high as 4,000 cases 

weekly. The distribution of these diseases was not uniform, 

The incidence in the southern provinces, particularly those 

within the old perimeter area, was never as high and responded 

quickly to control measures. It was in this area that immuni- 

zations were most co.rr$ete and health conditions most stable. 

In the three most northern provinces of Kyong-gi Do, Kane: Won Do, 

and Chung Chang Pukto, which contained only one-third of the 

pol;ulation of South Korea, there occurred during the first six 

months of 1951 four-fifths of the snall;;ox, four-fifths of the 

tyr,hus , and six-sevenths of the typhoid reported for Korea below 

the 3Sth parallel, 

Combined with the immunization program, was the equally 

important program of sa.nitation activities, directed toward 

improvement of sources of water supply and waste disposal in 

the refugee camps, a.nd the DDT Dustingcof refugees at check points 

alone the road and within the camps themselves. Because of the 

unprotected veils, and the very bird environmental senitation in 

the camps , a 2$ to 10s rate of intestinal diseases occurred in 

these locations. There was also the inability to provfde 
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adequate measures for the proper preparation of foods with the 

resultant gastro-intestinal distrubances. The chlorination of 

all wells and improvement in waste disposal resulted in improve- 

ment in these conditions. With the return of the refusees to 

their own villages, special efforts were directed to the rapid 

rehabilitation of essential public health and sanitary services. 

The low disease rates in the autumn and early winter attest to 

the success of these efforts. No serious outbreaks of disease 

occurred until subsequent to the Wonsan evacuation when large 

numbers of non-immunized and insufficiently disinfested refugees 

were transferred to various locations in the southern provinces. 

Beginning in December 1950, smallpox was reported in scattered 

outbreaks throughout Southern Xorea, in the laral areas, among 

those residents who had not been protected by the immunizations 

,$ven to the urban and the refu&ee groups. These outbreaks be- 

came widespread throwhout January and February Fg51 and con- 

tinued to spread throu,?hout the spring months in those provinces 

bordering along the 38th para.llel, where effective proExams 

could not be done due to enemy occupancy and active military 

operations. Toward the end of February 1951, rer,orts of typhus 

outbreaks were received, and, among the provinces alone the 3Sth 

parallel, widesgread epidemics of typhus were found to have 

occurred. By the end of Segtember, 1951, only scattered areas l 

were reported but the totals from 1 January 1951 to September 

1951 reached 3S,OOO cases of typhus and 47,000 cases of smallpox, 

along with 88,000 cases of typhoid fever. 

In the early part of the refugee population migration, the 

medical care for this croup was sup&lied by teams comlzosed of a 

Korean doctor, nurse and helper, working according to the assign- 

rents, Hospital care was theoretically available to refugees 

through government payment of fees in private hospitals but was 

little used, due to the lack of hospital space and. the a.bsence 

of physicians. 
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By September 1950, practically all hospital facilities in 

South Korea which were not lost to the enemy had been taken over 

by the Korean military or police forces. Civilian wounded were 

given temporary care in the military hospitals, Some private 

ho@tals were still operating but most of them had been closed 

because the $ysicians had left for military service or the 

hospitals had been taken,over as private refwee housing, Refu- 

gee doctors and those remaining in private practice were assirmed 

by the Korean national or provincial governments to medical teams 

who provided limited dispensary service, dependent upon the per- 

manency or temporary residence of the physician in charqe, in 

the refugee camps or a collection of camps. Public hospitals 

were later recovered and re-established with equipment and sup- 

plies furnished by the United Nations wherever this was necessary 

due to destruction or loss. The limited facilities for hospital 

care of civilians was further strained by the numbers of burned 

or injured civilian casualties evacuated from the areas in which 

there was military activity. 

In the early part of the program, medical su?plies were 

limited to the small amounts which could be brou&$t in through 

Economic Cooperation administration channels. Because the 

hospitals in recovered territory were found damaged and usually 

stri,ped of both su-&ies and equipment, medical su;jplies for 

civilian hospitals and other institutions were furnished through 

the Basic Kedical Units, made up of quantities of commonly used 

medical items in quantities required for the use of 100,000 

persons for one month. This basic medical unit is a convenience 

far egtimting requirenents in procurenent, allocation a.nd as-- 

tribution. h hospital unit was also furnished Qn a 40 bed basis 

to replace equipment for the existing hospitals Or to equip new 

hospital6 where required for civilian care. This unit is arranges 

so that a breakdolnn can be effected to Supply ten medical teans 

for a month. The return to use of the civilian hospitals was 
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?ade possible tllrough the air-lift of neciical su-;;:lies end 

hosy;itals units durin< the months Qf the s.utuqn of 1950. This 

material was su;;plied to public hospitals md dispensaries 

without charge. 

There were no laboratories in any of the hospitals nor was 

there any sa.tisfactary laboratory in which biolozics could be 

prepared. Plans were cade for the establishment of ace natimal 

laboratory, in which technical training could be Carrie.2 mt, 

and eight provincia.1 laboratories, with an additional four in 

hospital centers in large urban areas. In the hospital units 

there were laboratory supplies, SD that a sir@e form of labora- 

tory could be set up .until the larger ones could be established. 

Durinq the sumer of 1951, Dr. von FaGnus, from Denmrk, of the 

United Bations Korean Eeconstruction ,+gency, was attached to 

United Xations Civil rissistance Command in Korea and assieW& : 

in the planning of the laboratories and the training qf the 

personnel, before his return to 3enmrk in 3ece;nber 1951. 

The private physicians were su@ied in very linited amounts 

of medical supplies by the sale ?f such supplies which rhrere in 

excess of that. required for the direct relief program, end the 

profits fron such sales were slated in a specie1 relief fund for 

defraying local ex;,enses qf ap;,roved relief projects. 

It rmst be realized that, of necessity, conditions under 

which medical care was Aiven had to Ye, often, of a definite 

prinitive nat.ure. However, the Korean p~pu1ati.m responded to 

the necessity and vith the continuing supplies Qf essential 

medications the nedical a,nd hospital personnel ha.ve the neces- 

sary hardships with mrked couraze. 

In the fiscal year 1951-1952, the 2rozrarrs continued to 

carry on the work which had been begun in the previous la.te 

summer and autumn. nn increasing number of hospitals and dis- 

pensaries received the necessary ,?edical su;;$ies and, while 

the 5aal set was not reached completely, nuch a.dvance was mde. 
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Vaccines were sugglied for the immunization of 3076 to 50s of 

the population against the more common conta&ous diseases, 

such as smallpox, typhus and typhoid fever, and penicillin 

and streptomycin as well as para-a,mino-salicylic acid were 

introduced into the list of available drugs. A survey of the 

tuberculosis situation was made and the leprosy problem was 

placed on the list for study. 

The problem of tuberculosis is extremely difficult be- 

cause of various factorsPwhi.ch make it impossible to determine 

the extent of the condition. Diagnostic aid, by means of bhe 

laboratory and x-ray, available physicians to carry ou+ the 

necessary examinations, nurses to carry on the follow-up work 

should such cases be located, and, more important, the lack 

of trained personnel in this particular field makes the problem, 

at the present moment, a very serious one. To this is added 

lack of facilities to bring the necessary health b&cstlon to 

the immediate attention of the population through the various 

educational channels, including the schools. Figures have. been 

o3tained concerning the morbidity and mortality rates of 

tuberculosis in Korea, from the Korean authorities, but they, 

themselves, state frankly that the figures are not dependable. 

However, ce rtain figures for certain ace proups have been 

obtained and indicate a very high rate of exposure. Besinning 

in January 1952, under the leadershis of Dr. Elise Truelson, 

of the United Nations Korean Reconstruction bgency,gqmp, who 

is now attached to United Nations Civil Assistance Command in 

Korea, a program of tuberculin testing of all children in the 

orphanages and in the primary schools (those from 6 to 14 years’ 

of age) , has been begun, and the vaccination with BCG vaccine 

of all children who have negative tuberculin reactions. In the 

1~3,556 children tested so far in Seoul and Pusan areas, it was 

found that approxirately 50s of the children had been exr.osed 

to tuberculosis and acquired an infection. For the hospital 
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care of active cases of tuberculosis, there are approxir&tely 

a thousand beds available. However, until trained personnel 

are available to adequately conduct such programs, of early 

case-f inding, early diagnosis and early hospita,lization, with 

the application of the modern methods of treatment, it is u11- 

wise to establish such institutions. Therefore, it is best tie 

concentrate all efforts on the preventive method -- which is 

realy the only one which can be applied at the present time - 

the use of the BCG vaccination. 

Leprosy also is a very important problem. However, due 

to the fact that leprosy is fPr from beinr the great danger 

that tuberculosis is known to be and requires a long and in- 

timate contact before infection occurs, it is felt tha.t too 

much attention has been given to the care of this condition in 

contrast to the care Riven tuberculosis. Fi,gres concerning 

the prevalence of leGrosy are also idependable, but the 

Koreans insist that the condition is endemic in South Korea, 

and is much less frequent in occurrence in the northern part 

of the country. Figures as high as one case in every four 

hundred of the population in the south have been quoted, In 

this present fiscal year, proain and diazone have been intro- 

duced for the treatment of this condition in the Sovernmental 

institutions in Pusan, Taecnr and in the Inchon areas. 

For the fiscal year 1953, it is estimated tha.t the number 

of persons receiving relief medical care will be approximately 

the sane a.s in the fiscal year 1952. Vhere it has been possible 

to provide protection by immunization it should require de- 

creased quantities of specific remedies for trea,tnent; however, 

in the m!ore chronic conditions, the requirements will be in- 

creased as additional numbers of patients are brought into 

suitable institutions where treatment will be provided a.nd 

the gra.dual expansion of facilities make possible the active 

treatment of communicable diseases. The incidence of tubercu- 

losis, leprosy and venereal diseases are expected to continue 
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to increase until general conditions improve and ereater ;3re- 

vent ive measures are carried out, 

It has been planned for the fiscal year 1953, that a con- 

tinuation of the relief medical care project, furnishing sup 

plies to the hospitals and dispensaries will be in operation. 

Toe preventive medicine project provides for the continuation 

of vaccines for all immunizations, which should, however, be 

reduced due to the coverage of the current program and the 

need only for the booster doses in the future. The tube rcu- 

losis, leprosy and venereal disease controls which have just 

been begun are to be expanded. 

AS a matter of interest the extensive immunization pro- 

<rams conducted in Korea since the beginning of hostilities 

ha.ve been successful in preventing epidemics. The quantities 

of vaccines su$plied are imgressive, and indicate the scope 

of the progra,ms. Z?or protection against smallpox, 35,000 

doses have been supplied; typhus vaccine, Z!g,OOO cc; typhoid 

vat c ine , almost 34,000,OOO cc; cholera vaccine, S,OOO,OOO cc. 

although not used in the initial $ase ‘of the relief program, 

diphtheria toxoid and XG vaccine are now beins sup-olied to 

protect children against diphtheria and tuloerculosis infections. 

In the FroRran in this fiscal year, 1951-52, other eroups 

of the United Mations Comand have played active parts: Splendid 

work was done by the Swedish hospital units with their develop- 

ment of wards for civilian and refueee care in those areas in 

Pusan. The staff of the Danish hospital ship, Jutlandia,, made 

available one deck for civilian care, and the intensive work 

of Dr. Elise Truelson in the BCG grogram for control of tubercu- 

losis, the activities in organization by the Danish nurses of 

the hosgitals+inl Taegu and Seoul, together with”the efforts in 

establishing laboratories by Dr. Von Wapnus, Hiss Henson and 

Kr. Qan,-fort are out standing. The Indian Field Hospital 

staffed professionally one of the hospitals in Taem under the 
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able supervision of Naj. Banerjia. The Italian Eed Cross 

hospital unit established a hospital for civilians in the 

Seoul area. &d is doing most co.operative and superior work. 

At the present tine the nerbers of the SEW Divisim of the 

Wedical Section of JLC and mTC are acting only in an advisory 

capacity. 

ENVIEOITEAGTT6L S&TI’LX’IO?$ 

Conditions in Korea resulting from the ravages of war 

and. from the ebb end flow of displaced persons, presented 

four rr?ajor envioronrental sanitation problems of emergency 

and continuing natures, namely: restoration of adequate and 

safe water sqoplies for refqees in caEps and elsewhere, and 

for the poplace of cities, towns and villages; institution 

of proper methoc’s of huz2.n waste disposal, particularly in 

refugee concentrations, crowded areas, and in devasted cities; 

institution of proger means of .zarba.ge disposal in sinilar 

locations and the institution of procedures for the prevention 

and control of oni:!i-present insect-borne diseases including 

t;r-,hus fever, relapsin< fever, typhoid fever (fly-borne in 

part), dysentery (fly-borne in part), nalaria and Japanese B 

encephelitis. 

In the early phases of the operation the 2roblens presented, 

serious as they a.ppeared to be, were limited to the boundaries 

of the Pusan perimeter, in which refugees and other displaced 

persons were concentrated and where little or no danage had re- 

sulted as a direct effect of the war. Until the apparent 

crtir?bling of the tiorth Korean Forces transpired in late Sep- 

tember of 1950 UN sanitation officials were enable to orient 

rJublic health and sanitation officials at all levels of adzin- 

istration of the governrent of the Republic of Korea as to the 

policies and plans of the United Nations Conxqand in the pre- 

vention of disease and unrest arzona the civilian population. 
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With the cooperation of these ROK officials a survey of the 

imediate emergency situations existing within the confines 

of the perineter were mde. Based on the information thus 

pained, estimates of sanitation sup$ies and equipment needed 

to cope with these problens were prepared and the machinery 

for Grocurenent , shixj,ing and distribution of supplies and 

equipment was put into operation. In the neantine while 

awaiting the first shipnents, available materials left by 

ECx were utilized in the program. However, before such 

materials could be used most effectively, short training 

courses were conducted for the benefit of refugee camp ,- 

directors, leaders of faaily groups within the ca~?.ps, local 

city and townsanitation officials, gn chiefs, provincial 

and Ministry of Health officials. These courses included 

lectures, demonstrations and practical use of sanitation 

techniques found to be nost effective in other countries 

under clrcmstances not too unlike those found in Korea. 

These training courses were $anned to be of a T’mshroonin~fl 

nature, in +&et thme grougs receiving initial instruction 

were, upon returning to their cazp or corm-unity, requested to 

hold sinilar courses for benefit of others who would eventually 

be involved in and responsible for the institution of sanitation 

practices designed to prevent the occurrence and/or the further 

spread of diseases resulting directly or indirectly from a low 

--, 

standard of sanitation. 

The interim of tine before the breadthrough of US Forces 

also allowed for future planning of the sanitation campa.ign. 

Based upon available information and data obtained from every 

conceivable source , plans were formulated for the second phase 

of the program. Estiolates of emergency supplies and equipment 

were made from all of the provinces of Korea both north and 

south of the 38th parallel. Pl%n.s similar to those used within 
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the Pusan perineter were designed to be used in all areas coring 

under future ItOK control. &my of the officials trained in the 

original short courses were to be used in key positions as the 

canpain extended into new areas. 

T”ne intensive efforts of UN sanitation personnel in co- 

operation with ROK sanitation and health officials without doubt 

prevented the outbreak of conmicable disease in serious epi- 

deni c propotiten#.,wi thin the orizinal perine ter areas, and un- 

questinnably was a great factor in the prevention of widespread 

infection anon? the civil population as the North Korean mmed 

forces qave way before United Nations pressure. During the time 

spent within the Pusan 2erineter still further planning for 

sanitation activities in accordance with the general United 

Nations progran was conceived with the preparation of two de& 

tailed nanuals covering the general sanitation proeran. The se 

manuals were designed to serve as a guide for incoming United 

Eations sanitation personnel, socle of when were to re;3lace the 

original grous while others were to serve on preconceived city 

and provincial UN Civil nssistance Team. Copies of these 

manuals were eventually distributed to all UN Civil Assistance 

Team and to rany ROK government officials for greater coordina- 

tion of effort. 

Early operations within the perimeter area were centered 

in the large refugee caqs. t’Ca.np sanitation details” were 

organized from among the refugees and were made responsible 

for policing of grounds, cleanin? of wells, chlorination of 

waGer su,i,lies (wells), riving instructions to refugees on camp 

sanitation as a seferuard of health and for more comfortable 

livinq. Volunteer teams were also utilized in the intensive 

DDT dusting prozram against human infestirq lice and flea.s, 

carriers of typhus and relapsing fevers. Sanitary Teams were 

orcra.nized in the larger cities and in towns and villages under 
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the supervision and direction of local ROK health and sani- 

tation officials. These teams of approximately six persons 

performed similar duties as the IfCamp Sanitation Details" 

except on a larger and wider scale. 

Fortunately, with the exception of three slightly damaged 

water plants in Kyona Song Pukto, northern province of the 

original perimeter, all other plants in this area remained in- 

tact and norms.1 supplies of water from municipal systems were 

available. AS far as water supplies were concerned the great- 

est problem was within the large refugee camps and in the 

small camps along rivers and streams, Within the camp wells 

were cleaned and chlorinated at regular intervals and people 

were cautioned to bail all water drawn for drinking purposes. 

Likewise similar information was disseminated to small groups 

of refu?;ees who obtained their water directly from flowing 

streams or improvized wells. 

Overcrowded conditions plus the laxity and carelessness, 

possibly ignorance, of the average refugee in personal habits 

produced a human waste disposal problem of potentially serious 

consequences. Latrines were established in all the large 

refugee camps and people were instructed to use such places 

rather than resort to the promiscuous defecation in any con- 

venient spot as was commonly the practice. Such latrines were 

emptied at intervals through cooperation of city officials or 

private contractors. Camp sanitation details applied chloride 

of lime and DDT solution to prevent fly breeding. In the cities 

inhabitants were urged to use the public latrines and the 

health officials were likewise urged to keep such latrines in 

a sanitary condition and to construct new ones to replace those 

destroyed by war action. 

With the approach of colder weather the most serious pro- 

blem facing UN and ROE: sanitation officials was the threat of 
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louse and flea-borne typhus fevers. Great effort was expended 

in this program to do all that was possible to thwart the ap- 

pearance and/or the spread of these diseases.. An attempt was 

made to dust all refugees with 55 DDT powder, wherever they 

could be found, before the expected break-through of the UN 

armed forces occurred. ~11 credit must be given to those who 

actively participated in this gigantic task which resulted in 

the application of DDT dust to practically all of the refugees 

living in the various refugee camps within the perimeter just 

before the break-through occurred. Eoad block dusting stations 

were set up along routes of travel as an added precaution and 

countless others were processed in such stations as the break 

through happened and refugees poured out of the perimeter in 

all directions enroute to their former homes. 

With the recapture of Seoul and the transference of UN 

headquarters to that city, a new phase of the sanitation pro- 

gram began. AS in the Pusan perimeter area, the problens re- 

mained the same but on an expanded scale and over wider areas. 

Intensive typhus control procedures were placed into effect 

almost imgediately in Seoul but was early handicay2ed by lack 

of adequate supplies. However the work done through careful 

use of available supplies in the known typhus “hot-spots”, 

temporarily at lea.st, f o resta,lled the appearance of typhus 

fever in serious epid.emit pr%prti.ons. 

Although the control of typhus fever occupied the qreat- 

est amount of the attention of the sanitation officers, other 

aspects of the general sanitation program were not forgotten. 

With the advent of warmer weather in the spring of 1951 atten- 

tion was diverted to some extent to fly a.nd mosquito control, 

but with continuance of louse control, especially in view of 

the incidence of typhus fever in Korea which usually extends 

well into the summer months, and in view of the discovery of 

UNCLASSIFIED 

-6 



UNCLASSIFIED 

also devoted to surveys of all water systems in South Korea 

a.nd observations noted on extent of damage (if any); estimates 

of necessary materials and equipment were made, and distribution 

of such materials was effected. 

Traininr: courses (&ring and Fa.11) were planned and con- 

ducted by UNC Sanitation personnel at national level for the 

benefit of provincial and city UN Civil Assistance Teams. 

Similar courses were conducted in cooperation with ROK govern- 

ment officials for the benefit of provincial, city and local 

sanitation personnel. The se courses included lectures, demon- 

strations, and training films on subjects including: rodent 

control, water plant chlorine and la3oratory requirements, 

insect control, DDT apL,lication demonstrations and priorities 

of DDT use, national sanitation orsanization, sanitation sup- 

$ies and equipment, phases of a yearly sanitation I;roeran and 

public health education. 

A great deal of effort on the part of UN sanitation 

officials, in cooperation with their counterparts in the ROK 

eovernment has resulted in the establishment of a. sound, ex- 

pertly planned, well conducted, highly successful environmental 

sanitation Rroqram in Eorea. 

c 
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Pre;)?rd::.! by: En. IRWJ H. !kRKUSOU 
CIcdic21 szctim 
GHQ, UiX 
9 April 1~52 

PUBLIC :~LFARE AND RiWJGJZS 

Because of limitr?ti~n of time for this xientntion, I 

am going to assume that you ;cntlcmen 3rd aware tif the early 

stages in the planning for a civilian relief an3 me'icnl care 

progr,am for Korea. Suffice it to say that when the inter- 

national political situatisn dictated that the Security Council 

designate the United States Governrxnt as its agent fzr the 

establishnxnt of such a ?ro:rram, Public Health and Welfare 

Section cf Gener? ,-l XacArthur's hendqusrt~rs had btitin unofficially 

deeply involv;3d in initial planning, thGn uni':zr the direction 

of a reprcscntntive of th;: United Nzticns. On 2 Septtimb3r 

1950, our relationship bzcsme official u;:on designation of the 

Section as a Unittid Mations Command Staff Szction with responsi- 

bility for ast,-:blishing a Fi&i Orcanizzticn in Kori;a to survey 

the problem and to zkablish a proi;r-im to prevent :lisease, starva- 

tion anC: unrest among the civil population. On 5 Se$ember, 

Gcn Crawfor.', F. Sa,xs, then Chief of thl= SectiCin, ani! four of his 

staff arriv& in Korea, reported to hea<quarttirs, establish& 

contact with the American Embassy an? with the Korean Gxtirnment. 

This staff bec,me the Notional Levsl Public Health and Velfart: 

Organization Team. A few days l;:ter, thr,2e acYitiona1 staff 

meLmbers arrived to become the nucleus of two local level teams 

estzblished in the only provinces then under, .or ,n-trtially under 

the protection of the United N;ttions armed forces. 

Members of the National Te;lm staff became joint members of 

the Central Relief Comxittes established by the Korcyn Government 

for planning and relief allocations purposes and composed of 

concerned Cabinet Ministers and other high govl;rnment reprtisenta- 

tives. It is obvious that thti limited Public Health and Vklfar,: 

staff coulil not become op~raticnal, nor was such a procedure 

--- 



C~nt~Plpl~tC?. Ye knew thzn, cs we still know, th:?t the 

KorGan Govcrnmznt must furnish the manpower requirdd to carry 

out the progrrr,. ??e insisted, also, that thti requir:d opera- 

tional progr:m bc kept within the normal tist~blishmsnt of 

government and that no suptir agency bti developA frjr this 

purpose. Our job, 3s x2 saw it, W~as: 

a . To ~?.etormi.nt: need for outside nssistancd and to 

request that assistance throu:_;h chnnnuls; 

b. To devise prrlL;r,?ms in the fields of civilian 

/ relief, medical care, ‘and public health protcctivc services, 

which would answm the seril:us and growin;: need and yet would 

be within the rc?alm cf possibility for the shatter& Korean 

Government; 

c. To offer our professional knowledge and skills in 

training rtquircd personnel. 

Our first task was to survey the entire arl;as under United 

Nations control - the Pusan-Taegu perirnetor - to determine ac- 

curacy of Republic of Korea ,::~v,~rnment reports indicating that 

there were at lezst three-and-a-half million (3,500,OOO) 

rtifugeos who had rctrzatti~? with thz United Nations armed forces. 

Our survey covdrtid thd arca anId included trips into the actual 

combat zone in order that we might judge damage tc housing and 

reported losses of pGrsona1 effects and househaIL? equipment, . 

Through the survey we d&ermined that there were apiroximately 

three hun;lri:d an! fifty thousand (350,000) refugees, generally 

cramped in th e open, who were in nGcd of inmodinte health and 

welfare services, By 11 September the first request for food, 

blankets and clothing were radioed to headquarters in Tokyo. 

Eledical znr! sanitation supplitis were: already in by airlift. 

As Chief of Velfnrc Section my next duties were to devise 

a program for the evGntua1 distribution of relief supplies -- 

none of which could become available for several weeks -- and to 

supervise local Public Health :a.nd "'elfare officers lin' 
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their work of assistin provincial gcvernors and other officials 

in taking carG of the refugee population. 

To avciJ the usual criticism of international relief 

;>rograms, I ~~1s determin::! th-t lcaka,~~~ or pilfering ,mu.st be 

held to a minimum, that adequate accounting must b\: .an integral 

part of thz program, th*t rsliGf items must go tc the ;tio+ 

who needed them, an3 th:t thd rticipients must sign 2 rticei$ 

for ;;oods received, With tki: possiblti excc$ica of emzrscncy 

issues. 

The Velfard Officcrts &nual of O~~rction written zt that 

time covering the program has twice bedn revise::, but the basic 

program has stco;! the test of eighteen (18) mnths of operation. 

Our program in Korea, I am satisfied, from personal observation 

and hundreds of rtiports, is 3nc of the cleanest naticnal disaster 

progrnms ever dcviszil., I Xi, as you c-n guess, ;;roud. of the 

;?rogrcam, prou5 of the wclfzre officers who have continued to 

sake it work, and prou.1 of the Koreans, frc,m central ~oVerrWnt 

to smallest villa-;e, withcut whose honest efforts and assistance 

no ,3ro&ram c~ould succ~'ed. 

Relief items r.:ccivz?. in Korea can be traced by donorls 

name or by item throuch thz Central Relief Committee allocation 

to the provincial ,govGrnor and on dr\wn through the: gun, qm 

levels of gov2rnmnt, WilCre final rxcrds are ka$ nnrl where a 

si,g-& rceipt is on rcccrJ from th.2 recipient, or znd usar. 

These r<cci$s have been chucked in hurLre3 uf casds and actual 

visits have bean ma'!2 t3 the persons who hzvc: recoivtid relief 

items. There hnv.2 b&n ftiw castis in which thz cind user has not 

been able to produce the ittm issued to him. Tine local committees 

at each lcvol who make allocations 

checking on official action, since 

citizens and govornmcnt officials, 

serve the dual purpose ::f 

thay arc composed of both 

and of providing a local 

health and welfare planning grou? interested in the health, 

welfare and rehabilitation of the area concerned. 
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During the succeeding weeks, while the above progrxn 

. 

was beins devised and while the Korean Government was v:orking 

with us in &vising cr:'.crs and forms for thi: implzm~ntation 

of the :,rsgram, the first yf thti United Nations recruit& 

wolfnrti officers begcn to arriv%3. Thtise mln xvert: oritinttid, 

given copitis tif the manual, an cl assigned to, provincial teams. 

The 'tbrcakout11 from the Pusan-Taegu perimeter coupled with the 

Inchon landing had resulted in the long push intc North Korea.. 

The Korean Gove-:rnment and the M ntional Level Public Health and 

Welfare Team had movud to Seoul. It had been possible, by 

early October, to generally survey the entirety of South Korea 

,and to determine that there were approximately one million nine 

hundred thousand (1,900,OOO) rcfugccs and war sufferers, and 

th,?t approxim?tcly two hun':rzd and fifty thousand (250,000) holmtis 

ha? bden severely c':ctr;lagc~,?c! or 3estrcycd. Additicnzl relief re- 

quircments had been requcstec' <?nc? the first cf a szrids cf crdcrs 

of building m*titarials had btien sent to hsa:!qunrtors. No relief 

items, with thl: esce$icn of rice and imadical su;-pli6s, ?rriv=< " I4 

in Korea r!urin,l- the time the Public Health an", Yelfnre Fizl,? 

Organization was active. By 29 October, the initi,al rcs;onsibilit> 

of th;: organieati>n had been com$A.d, an;? on that -!ate th;! 

responsibility was turned ovx to Civil Assistance Section of 

Eighth Army, which shortly activated the United Nations Civil 

Assistance Command as the operational unit for continuing that 

program. All :Jf the members of the original group remain in 

this headquarters and ha-~* responsibility for advice and guid- 

ance to lower echoions in their respective technical fields. 

I would be remiss in my rzspansibility to Civil Affairs 

Section and to United Nr?tions Civil Assistzncc Command in Korea 
, 

if I were to lsava you xith the impressicn th,at the welfare 

cfficers have been limited to supervising the operations of the 

relief progr,zm. 



Broth f?. Thomz L. Xetsker, present Chiaf zf Yelfare 

Section, United N:tisns Civil ,;ssi.stzncz CGmnznd in Korea, a 

former st3ff mclnnb:r of mine her;3 in Jc?,pn, an< mysi:lf <are ox- 

pcricnceti, trained sacial vdfzre n-dministr-tars who believe 

sinczrcly in the p-incii:ie that the: worth of ;I wzlfara officer 

can be mcasurd by the s,r,dfzL: and intellisencd he uses to work 

himself aut of a jzb. Ye believe in rsh~3ilitation rather thsn 

relief, ye Z.-r,: in z.cc:,rI? with sale cf rcliaf items to th3se 

who can pay fDr them. :ie bdiuve that dollars spent for relief 

purposes relucc: tho number avaii?,blz for rebuilCinS Korea. 

Bclicvin;; these things, YJdfare Officers at United Nations Civil 

Assistance Cc;<tr,an,j in Grda, Headquarters ant'; in the field have 

planned on their own initi'fltivt: ~xP?, in coopration with cthcrs 

toward ?rc:,-r<ams tc r~~5~c the nu?lbtir of 6astitute pzsons, now 

esti.m:.:toc 3t ?~~?C?~XiJX~t~l~ t?:ic millir;n (2,000,OOO). Complete 

clnssific?tion znc?. r,~:istrati.nn of all 1 :t:ar sufferers iznZ refugees 

is bein;; acc:~~plisi~~c! zt this mczlcnt. Fl;ns fc;r resettlement 

-\f :lisplacec.? r‘,::rs::ns h-.vz Seen under csnsilzrcticn for s~mz time. 

T'Tclf?.re Offictirs in thti ficl< cnc3ur"x~rti housing ?,Lvelogmants, 

rzvitaliz?ti-n of hc,,md 2.n: snll.1 shg> industri(;s. R&urn of 

farm33 to close? nr3:Ls is cncour~~:crT, whhere security is not 

sdri<uslg involv3?. Refu;ce CAT;-G 3re discourzpcl ?d, 5sprsemtint 

into tcwns ,?r;.r! villages is enczur?-t;tid in =r?.dr t:, pramoti: work 

c;ipcrtunitiLs. Offici?ls ?r2 cnc:ur?~zc! to lnc,zte rd?tivGs of 

the nineteen th;usanrl (13,000) or;jhans in institutions in or&r 

to rduce th-.t lcz. fili the zssist3nce progr3.m every a&f.zntaZd 

is tzkun of the security fGr the indivic!u;ll offered by thz 

highly organizcti family system, sc7 much a part of the Oriental 

socio-economic life. I:? short, cvcry effort is made to cncoura,ge 

a pcisitivc aparoxch tr, thi; rG:litif problca. ?G have been extremely 

fartunzte in that we hET:i Army officers in c3mnar-d positions who 

zre up with us c,r zhz.-1 r\f us in this rzs;lcct. 
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I v:xld like, Et this pint, ta comma< the ;atiric?,n 

;xxple v;h:', thr,;uch church zni: ;tht?r vduntccr a&nci.Cs, have 

pnurcd milli,:ns pf pcunLs cf relief ittims into the Korcn rdi.sf 

?ro:-ram. Hun?.r~~:s of thDusan?s of Ferscns hnv; lita?3lly bden 

SCW~< from rlesth ?.s t'ns r,3suit, nn?. I think we can say thzt 

without thGir v;holzhart::? coppr,?tion this trtimenl'ous :lis,?.stdr 

rtilizf job cauld nzv;;r hzvc: !xen s?tisfxtorily xccmplishzd. 

The bettlc f;r the F,?r 2st, hcwevar, is not soirg t3 

be wsn by this emi:r,genc;y pobr,?xl nor by the trzops nt the front, 

Thi; r&A Cecisizns dd.ch will wir! the bzttle fx- the frd ~cjrld 

will be mc,:e by poups such ?-s this, who, by their awarcncss 

of the trG;m<2ndax przbluns fxuSi by thcsi: pc~!~,lzs, will give 

~~CUPS xi11 ;n?-kc In thG nc.:r future: will ';c closely xdyzed by 

millials in th;: Far Znst who h&p for znc:~uragenat. ye , of the 

WC st , ZEN h?vc, in K-;re.:, our 17st opportunity to prove to t'ne 

e3st our sinctirity in :'ur belief in th? i;l,emocratic way of lifi; 

t.!NCLASSiFIED 
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Prepared by: REOIDJALD H. Iv~ARLOW 
Currency and Banking Advisor 
Government Division 
G5 (Civil Affairs) 
GHQ, FEC/UXC 
9 April 1952 

The Bank of Korea is the central b.ank of the Republic of 

Korea .- It was establishtid 12 June 1950 (two weeks before 

invasion by the Communists 25 June 1950) upon the recommendation 

of two members of the Federal IReserve Bank of New York, headed 

by Arthur I. Bloornfield who came to Korea in August 194.9 in re- 

sponse to a request by thi,: Korean Government for assistance in 

the reorganization of a central bznk, the drafting of new bank- 

ing legisiation and formulation of appropriate banking and monetary 

policies. 

At the time the Federal Reserve advisers c&me to Korea 

central bLnking functions were being performed by the Bank of 

Chosun and the original intention was to reorganize that bank. 

However, the advisers concluded that the Bank of Chosun had so 

impaired its stading and prestige by submission to political pres- 

sures and inability to properly control credit that it would be 

preferable to establish a new bati, free from the legacies of the 

past.. It was decided, therefore, to liquid::te the Bank of C~OSWI 

and to establish the Bank of Korea, also to merge with the latter 

the Korean Foreign Exchange Bank which then controlled ali foreign 

exchange transactions. 

The Bank of Kortia is lOO$ owned by the Korean Government with 

paid up capital of Won 1,.5CO million and current reserve of !p:on 

344,571,000 total equivalent at official rate ;jon 6.000 per 

us $1.00, $307,430.00. It was set up to function under the general 

-- 
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Prior to the American dW.itary Ocdppation in St;;ptember 1945, 

the Korean finEncia1 structure was integrated with that of Japan, 

and during the 40 years of Japanese occupation a fairly high 

degree of specinlizztion of functions hcd developed among the 

various banking and financial institutions. 

The Industrial Bank, in addition to a regular commercial 

banking business, eng&gcd in medium and long torm lending to indus- 

try and agriculture on the basis of funds acquired in part from 

sales of debentures in the Japanese market. The Savings Bank 

specialized in savings banking business channeling its funds 

largely into Japanese Covcrnmont bonds, and the Industrial Bank 

of which it was a subsidixy, for long term lending operations by 

the latter institution. The Trust Bank concentrated entirely on 

the so-called t~lotteryt~ business operated on the basis of organ- 

ized group deposits for fixed monthly periods, total funds col- 

lected during each month being loaned to the lottery winner or suc- 

cessful bidder; The Commercial Eank and the Choheung Bank con- 

ducted normal commercial banking operations. The Post Offiee 

maintained postal savings accountsj also 3. postal annuity system 

and a life insurance business. A Stock Exchange was estilblished 

in Seoul, which additionally engaged in underwriting activities. 

In addition to the foregoing institutions there were five branches 

of Japanese banks engllged in general bnnking business and several 

insurance companies nearly all of which were branches cf Japanese 

companies. 

The Financial kssoci:tions linked together by their central 

agency, the Federation of Financial Associationsj were specializ& 

ing chiefly in short term loans to farmers and to small industrial 

and commercial concerns, also in some merchandising and marketing 

activities on behalf of their members‘ 

3 

UNCLASSIFIED i t 
I 
I 

+- i . ,._ . __ _ _ 



The capital of etch of the banks $9&e mentioned, &cept 

the Choheung Bank which was owned ninety-five per cent by Koreans, i 

and the Financial I:ssoci,:tions owned by their members, was held 

predominantly by the JapCLnese. These institutions were all 

closely integrated into and dependent upon the financial system 

of Japan and operated primarily to serve Japanese interests within 

and without Korea. At the time of liberation over half of the 

investments and loans of these institutions comprised securities 

of and loans to the Japanese Government knd Japanese companies 

ad individuals. The Japanese defeat precipitated a run on bank 

deposits and bank creuit with highly inflationary consequences. 

Liberation from the Japanese orbit inevitably caused sub- 

stantial changes in the structure of Korean banking and financial 

institutions. Ownership and management were changed drastically 

with the vesting of Japanese-owned properties by the U.S. Military 

Government. The Industrial Bank could no longer finance its lend- 

ing operations through the sale of debentures in Japan and the 

expatriation of wealthy Japanese greatly reduced the business of 

all other institutions. The five branches of Japanese banks were 

absorbed by Korean banks, The specialization of functions indi- 

cated above has almost entirely disappeared. All the existing 

banking institutions are now engaged in regular commercial 

banking business operating as previously under a branch banking 

system, each with numerous branches throughout the country. 

The Financial Associations, which number I.42 with 409 branches 

throughout the country largely in rural areas, no longer function 

as previously, i.e., essentially as small cooperative banks pro- 

viding banking and-merchandising services to their member stock- 

holders. These institutions have greatly expanded their operations 

and now serve primarily as quasi governmental organizations 

handling on behalf of the government, distribution of fertilizers, 
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grain, etc.., collection of t&es by hmenb, in cash or grain,.ware- 

housing and marketing the latter, also collection of installment 

payments from farmers for land acquired under the Land Reform Act.. 

Additionally, they now conduct a general comrncrcial banking busi- 

ness, and also grant credit to farmers and others under government 

guarantee. While certain criticism of their operations is heard 

in some qualiters, in gerie&. the associations appear to be operating 

efficiently.. The principal Directors are government appointees... 

As stated above, at liberation date excluding the Choheung 

Bahk and the Financial Associations the formerly Japanese-owned 

capital stock in the banks bemme the vested property of the U.S.. 

Wlitary Government. In Stiptembcr 1948 following attainment of 

independence by Korea, this vested property was transferred to the 

Korean Covermont which thereby acquired a controlling interest 

directly or indirectly in all these banking institutions. This 

situation has major disadvantages - namely undue subjection to 

political influences, and tendency to deprive the bankers of incen- 

tive and inducement to follow sound banking pclicies such as would 

be the case if the controlling shares were held by private stock- 

holders.. The Federal Reserve Advisers originally made the very 

sound recommendation that the Government should sell its vested 

holdings in the Commercial banks to private parties as rapidly as 

possible; However, although it is understood that there would be 

no great difficulty in so doing since private investors are said 

to desire to acquire these shares, up-to-date the Government has 

made no effort in that direction. 

At present all commercial banking institutions are critically 

under-capitalized, this situation having become progressively so 

as a result of the continued inflation which has greatly increased 

bank assets. At the end of 1951the average capital/assets ratio 
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of these banks had fallen to about 6/100 of @ aa compared with 

a more or less normal 10%. Obviously depositors now have none of 

the prctection usually afforded.by capital ati surplus against 

losses sustained by the banks, their only support in this connec- 

tion being from the Bank of Kcrea in the form of loans and advances 

to the banks. Additionally, all the banks are more or less over- 

loaned in relation to their deposits and all are operating at a 

loss. It is also probable that a sound evaluation of the banks1 

loans and other assets according to American standards would show 

them to be insolvent. These factors undoubtedly contribute tc the 

current general lack of public confidence in these institutions 

I and reluctance of the people to deposit their funds in the banks : 

one of the causes of the present inflation. 

The present banking situation is unquestionably unhealthy 

and until remedial measures are effected will militate against the 

establishment of a sound banking system. A new General Banking Act 

prcpcsed by the Federal Reserve Advisers was passed by the legis- 

lature in :,pril 1950 and undoubtedly would be a great contribution 

in the desired direction. However, information indicates that 

up-to-date implementation of this Act has not been effected to any 

great extent for the reason that any major structural reorganiaa- 

tion would be premature and pcssibly dangerous until the overall 

monetary and financial structure of the country has been placed on 

a sound footing. 
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Statement of Condition - as of 31 Decmber 1951 

BSSETS 

Advances tc Government 

kid Supply Funding 

Advances to UN Forces 

Other bans 

Gold, Silver & Bullion 

National Government Bonds 

Deposits in Foreign Currency 

Other Deposits ia.Foreign Currency 

Other &%ssets 

Total Won 

LIiBILITIE!3 

Bank Note Issue 

Treasury Deposits 

Govt. Deposits in Foreign Currency 

Counterpart F?md 

Gther Deposits 

Foreign Exchange Accts., 

Other L&abilities 

Capital Stock 

Reserves 

Total Won 

VpJ 

297,473,718 

l&961,447 

426,498,501, 

194,791,999 

2&1,072 

2,299&O 

l.40,475,511 

90,978,198 

I&618,436 

1,388,508,125 

WON 

557,926,.696 

186,l40,136 

178,854,886 

216,261,566 

89,0X9,966 

806,3% 

157,653,920 

1,.500,000 

344,571 

_ -_- 

1,388,508,125 

Won 1,388,508,l25,CX30 E $231,.4l8,02LOO 
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Currency and Banking Advisor 
Government Division 
G5 (Civil Affairs) 
GHQ, FEC/BNC 
9 R&-i1 i952 

FOREIGN TRADE IN SOUTH KOREi; 

EXTERNAL TRADE OF KOREA BEFORE PARTITION: 

The primary concern in this discussion is of course the 

foreign trade of the Republic of Korea, i.e., South Korea. 

However, to provide a clear conception of the subject it appears 

necessary to summarize briefly the development of this trade 

prior to the division of the old Kingdom of Korea into North ,?nd 

South and occupation of South Korea by the U. S. ;;rmy in September 

1945. 

Precise infcrmation and statistics relative tc the earliest 

period'are net available, however it appears evident that the 

foreign trade of the old ICurer, developed by fcrce cf circumstances, 

very largely with Japan. Japan practically forced a trade treaty 

upon the country in 1876 and thereafter progressively monopolized 

her foreign trade up tc formal annexaticn in 1910, from which 

date up to its! liberation in September 1945 Korea was exploited 

as a Colonial dependency in the interests of Japan and geared to 

the requirements of the Japanese economy. During that period 

Korea's economic and financial systems were closely integrated into 

tht, Japanese orbit and her foreign trade was virtually controlled 

by Japanese traders. 

In 1910, Ksrears experts totaled Yen 19,9U+,OOO and imports 

Yen 39,783,000. Trade developed very rapidly, however, and by 

1939 exports had eXpa.i’Ided fifty times to Yen 1~006,7%,000 and 

imports thirty-five times to Yen 1,3S8&~,OCO. It is noted that 

in every year but one imports exceeded exports. From 1910 to 

1939 the Yen - US dollar achange rate ranged from s-50 to s-25 

per Yen so that in terms of US dollars total export and impor% 



trade increased from $30,000,000 in 1910 to ~600,000,000 in 1939, 

a remarkable development. During that period exports tc Japan 

averaged over 70% of the total trade and imports from 63% in 1911 

to 89% in 1939c Exports to China averaged about 10% and imports 

5%, and there was also some trade with Manchuria, Unite States, 

Great Britain and other countries. However, both &anchuris and 

the part of China traded with were then occupied by Japan so that, 

actually, 97% of all exports and 95% of all impcrts were with the 

Yen block or in other words, the Japonose Empire. hnimal and 

agricultural products (chiefly rice) comprised over 50% of Korea's 

exports. Other commodities expcrted were beans, cattle, wheat 

flour and marine products. Imports included textiles, machinery, 

chemicals, minerals, fertilizers, dyes and other manufactured and 

consumption goods. 

During 1940/j Korean exports to Jcp;m averaged annually 

Yen 751,230,OOO (equiv approx .~185,000,000) and imports from Japan 

Yen lr301,788.0CG (equiv approx ~$~2O,COO,oOO), Principal imports 

by Korea were silk textiles, machinery,.lumber, coal, paper and 

iron sheets. Principal expcjrts were rice, pig iron, dried fish, 

beans, coal and fertilizer. 

II. SOUTH KOREA AT LIB$%TION AND DURING US XILITARY OCCUPATION: 

Whenthe US i-:rmy took over the occupation of S. Korea in 

September 1945, that area was in a state of virtual economic 

collapse. Formerly a net-exporter of foodstuffs, S. Korea had 

become a fGGd deficit area. The sudden segregation of Korea from 

the Japanese economic orbit had cut off its traditional markets 

and foreign trade practically came tc a standstill. In fact, the 

whole economy of the country was in a critical condition. The 

normal trade which had previously been conducted between north and 

south progressively declined although the North continued to supply 

the South with electric power service as heretofcre under an agree- 

ment with the US Military Government providing for payment in 
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equipment and goods. However, this service was cut off completely 

in May 1948 due to political differences since when econcmic 

intercourse between Ncrth and Stiuth has practically ceased to 

exist. 

In the 3-l/4 years ending 31 Dee 1948 Garioa appropriations 

furnished aid amounting to $285 million chiefly in imports of 

foodstuffs, fertilizer, clothing and medical supplies; also coal, 

equipment and raw material supplies. Under Military &,vernment 

guidance industry was partly rehabilitated and a modest revival of 

agriculture and manufacturing got underway. However, apart from 

the heavy volume of U. S. Gcvt financed impcrts which rose from 

$49.5 mill&n in 1946 to $1188.3 million in 194.8 S. Korean foreign 

trade during the Military GCCUpatiGn period remained at relatively 

low levels. Private imports rose from $l.lmillion in 1946 to 

only $16.6 millicn in 1948 and during the same period exports 

(Government and private) consisting largely of tungsten, graphite 

and marine products rose from $0.7 million to only $18.8 million, 

far below preliberation levels. !dGSt of this trade was with other 

far eastern areas. t) more rapid expansion of exports was impeded 

by the generally ~GW level of production, large increase in 

population and consequent lack of exportable surpluses.' 

III. F'OHEIGN TRADE DEVFXQPMENT i$TER ATTLINING INDEPENDENCE r.UG 1948: 

On 23 April 1949 a Trade Arrangement was negotiated between 

the South Korean Government and SW? for Occupied Japan concerning 

trade to be conducted between the two countries through both 

governmental and private channels for the year ending 31 March 1950. 

This arrangement provided for trade it was anticipated might 

develop but no actual commitments were made. ALI. trade had to be 

conducted in US dollars and settlements made for cash on an 

individual tr-ansactional basis, by the usual bank commercial letter 

of credit. The trade potential provided for: 
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Exports by Korea to Jrspan $29,294,000.00 

Imports by Korea from Japan $28,687,.OOO.O0 

Principal items to be exp0rted by Korea were rice valued at 

$~~,OOO,OOO,CO, strep iron, $l,OOO,CXIO,OO, graphite $1,225,000,. 

anthracite ccal $1,12O,OOO and seaweed $4,08O,OOO.. Principal 

imports from Japan were coal $13,58O,OOO, cement $2,4OO,OOO, 

equipment for mills and plants $5,5?5,OOO,.truck parts $1,08O,OOO, 

fishing bciats $3,OOO,OOO, mining equipment $l,OOO,OOO and steel 

rods $l,OOO,OOO. 

This trade agreement was extended for another year up to 

31 Idarch 1951 and subsequently to 31 March 1952 but instead of 

cash settlements cf trade transactions as heretofcjre provided it 

was agreed that cperations would be conducted in dcllars on an 

open account basis. 

These later agreements provided for trade as follows: 

Year endiw 31March 1951 

Exports by Korea tc Japan $ 9,335,qoo 

Imports by Korea from Japan $25,5Oo,ooO 

Year ending 31 March 1952 

Exports by Korea t0 Japan $16,OOO,OOO 

Imports by Korea from Japan $32,~,ooo 

Principal imports by Korea were textiles, machinery, ,chemicals, 

nJn-ferrcus products, paper prcducts, cement, .coal and glass. 

Principal exports were seaweed, clay, graphite, vegetables, cotton 

waste and scrap. 

Reliable statistics for the periods covered by the three 

trade agreements are net available. However, the actual private 

trade transacted during the calendar years of 1949, 1950 and 1951 

was as follows: 

E%2 1950 1951 

Exports t:. Japan $3.6 &Iillion a6.1 Millicn $627 '@ALion 

Imports from Japan $15.9 11 $17.1 " $12.6 ff 
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Currently the balance of trade between the two countries is against 

Korea by approximately $5 million which is due to Japan on open *,* 

_I- account and so far unpaid. 

IV. FUTURE OF FOREIGN TRADE - S. KOFBB: 

As previously noted, after liberation trade with Japan began 

to develop in a more normal manner. Currently about 80% of South 

KoreaIs external trade is with Japan and close economic relation- 

ship with that country appears likely to continue. In addition 

to trade with Japan it is understood that a considerable export 

and import trade is now being transacted in U. S. dollars with 

Hcng Kong, including exports of marins products and imports of 

Chinese medicines. Some purch,ases of salt and sugar are also 

being made from Formosa and shipments of tungsten are going to the 

u. s. ii. 1% substantial amount of foreign trade no doubt is also 

being carried on by black market operations with Japan and prob- 

ably considerable smuggling trade with China. 

However, foreign trade is still at a very low level and 

prospects of great improvement can hardly be expected under exist- 

ing circumstances. Disruption caused by the Japanese defeat, 

the disastrous effects of the present war, and the increase in 

population have to a great extent eliminated any exportable 

surplus of rice. Nevertheless, Korea did actually export to Japan 

100,000 metric tons of the 1949 crop which was the first rice 

shipment since liberation and with increased production and 

improved methods future exports should not be precluded. However, 

even should substantial future rice exports prove practicable it 

is by no means certain that such exports would be sufficient to 

close the gap between S. Kore? L exports and its essential imports. 

This can only be acccmplished by expansion of domestic production 

which will not be easy since not only is that area relatively 

poor in natural rescurces but these are not well developed. 

Furthermore industry always small has become smaller since 
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liberation due to destruction and worn cut equipment resulting in 

suspension of operations by some industries, 

Suspension of trade between North and Scuth Korea since 

partition is an unfortunate development as each country has vital 

need of the goods produced in the other. North Korea needs to 

exchange its heavy industrial products for the light consumers goods 

and food which can be produced in the South. South Korea requires 

the producers goods and the artificial fertilizers manufactured 

in the Horth to operate its consumers gcods industries and for 

agricultural production. Resumpticn of this trade is highly 

desirable as soon as practicable. Further trade development with 

far eastern countries other than Japan also appears to offer 

possibilities. 

Currently South Korea's foreign trade is Greatly hampzred by 

lack of transportation, a shortage of foreign exchange., absence 

of a formal comercisl mte of exchange for the Won and a run away 

inflation. Until conditions become more ncmal and a mutually 

satisfactory economic agrement is reached between North and South 

it is difficult to see how any considerable progress can be made. 

In view of the importance of developing external trade, 

particularly exports, and achieving econorriic stability as rapidly 

as practicable, it appears highly desirable that S. Korea should be 

afforded all possible expert aid 2nd assistance to endeavor to 

expand potential production of food and minerals and develop new 

markets. . 
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Prepared by: J, C. GOTSCHALL 
Public Finance Advisor 
Government Division 
G5 (Civil Affairs) 
GHQ, FEC/UNC 
$3 April 1952 

In the paper which follows I shall establish the 

fact that drastic inflation is no new spectre in Korea. It 

has, in truth, been raging unchecked, for other than fleet- 

ing breathing spells, since the latter months of World 

War II - one long unbroken nightmare of spiraling prices 

now going into its seventh year. I shall emphasize that, 

notwithstanding serious lixitaticns in physical supplies - 

partially offset by vast quantities of United States and 

UN aid supplies poured in unremittingly and still coming 

in ever-increasing volume - the prime monentary factor 

responsible fcr inflation in Korea is to be found in the 

chronic imbalance in the nation's public finances. I shall 

suggest that a recc 'y cure for this financial imbalance is 

at hand through the proper financial accounting and utili- 

zation of @$ aid sup@i.os together with other closely 

related measures requiring joint actionby the Republic of 

Kcrea and the United Nations. And, lastly, I shall venture 

a sober warning cautioning against excessive optimism in 

the all-importnt matter sf negotiating and successful12 

implementing a satisfactory 6i.d Agreement such as will be 

earnestly seucht by ycur rdistinguished Mission. 

The Republiz 3f Korea is in the grip of inflation, 

running wild and out cf control. This state of affairs 

dates back to the closing months cf World War II when 

liberaticn from the rule of Japan brought with it extreme 



confusion and disorder. Throughout the war rigici price con- 

trols, imposed by the Japanese, had succeeded in restraining 

price increases to relatively modest proportions. Released 

from these controls prices skyrocketed, indexes of retail and 

wholesale prices rising 20 to 25 times within a period cf only 

two months. 

This spectacular phenomencn should be viewed against the 

baakground of sterlciy increase in the countryls note circulation 

(principal media of exchange) which rose from 444 million 

won in December 1949 to 7,987 million won by August 1945. 

Almost one-hQf cf this approximately 8 billion wcn, it may be 

noted, came off the printing presses of the Bank of Kcrea 

between July and Septa&er 1945, supplying the final spark 

which knited the smoul;iering bonfire of Quppressed inflation.rf 

Between September 1945 and the Red invasion from the 

north in June 1950 the pace of inflation slowed considerably 

but prices nonthelcss continued their inexorable advance. 

Representative indexes c.f wholesale and retail prices in- 

creased approximately another 25 times, with the rate of 

advance slowing appreciably, hewever, in the latter half of 

the perioc. During the same five years the money supply of 

the courrbry expanded more thzn 10 times. 

It is against the setting sketched britfly above that 

the current dangerous inflationary situation must be appraised. 

Since June 1950 the upward trend of prices has continued 

almost unabated. In the sixteen months onding last October 

retail prices in Pusan , principal port of entry and seat of 

the national government, advanced 867%. Wholesale prices in 

Pusan and elsewhere in s~thern Korea have gone up at a some- 

what similar rate. 

Latest infcrmation available suggests thet the speed of 

advance is again accelerating and may soon, if not curbed 



prOmFtiy, get entirely out of hand. 1s of U, March the Pusan RetaiL 

Price Index (1947 average prices equCLing 100) reached 

4793, a further rise >.f 51% c.ver the past four months. 

The most spectacuLa.r recent increase of all, perhaps, is 

to be found in the price of rice, basic food staple in the \ 

diet of all Koreans. I-: s against a price of 5,800 won Fer 

20 litres in June 1950, and 40,000 won last October, a peak 

of 75,(X0 won was reached early in March, with latest pub- 

lished prices arcund 76,000 won. This increase is even more 

remarkable when ccnsidcred in conjunctionwith the frantic 

efforts of the G,Y.'s rnment tc ccmbat the rise through release 

of substantial official stocks to the public at roughly 

one-half prevailing market quotations, coupled tirith drives 

against speculatc~rs and hoarders, etc. 

ri multitutie of other evidence is at hand to establish 

the fact that inflation is rampant in K-rea today and working 

its harm upon all classes of the population. i'lages are soar- 

ing along with prices of goods but, c?s usual, trailing con- 

sistently behinc? as the working population struggles for 

subsistence. Under such ccnditions it is well-nigh impossible 

for the country to go abcut its everyday business of living 

and working and reconstructing the terrible damages of war. 

The broad explru?eticns behind this fantastic internal 

financial situation are not far to seek. K. rea is a poor 

country whose normal economic life was renCered asunder in 

1945 at the 38th parallel. In the wake of 40 years of 

Japanese domination a politically inexperienced people were 

stru.&ing to sclve ccm$iczted and extremely difficult 

econcmic problems when invzsed by a ruthless fee from the 

north. The resulting destruction has left the country almost 

prostrate, and faced by econcmic and financial problems 

(to say nothing of a still fierce military struggle for sur- 
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vival) :UrAch make these of late 1945 appear small by com- 

parison. 

T;L record of 1945-50, uneasy years of ll:eacefl between 

two wars demonstrates conclusively that the financial and 

economic problems of those years were ,difficult of solution. 

In truth, the problems were never satisfactorily solved, as 

witness the steady advance of inflation. 

The circumstances to which, in a monehtary sense, the 

drastic inflation of those years was directly attributable 

were then, as now, easy to identify: chronic imbalance in 

the national budget, resulting in central bank deficit- 

financing taking the form of a rapidly expanding issue of 

Bank of KLrea nctes. Inflation in K..rea and deficit-financing 

by the RX represent two sides of the same coin. Iil:Lbility 

of the national government to so manage its finances as to 

avoid a constant succession of huge deficits, year after year, 

has directly resulted in a steady expansion of note circulation 

and money supply paralleled, in turn, bs, a corresponding rise 

in prices and wages. It ,~es without saying that this tremen- 

dous exaggeraticn on the demand side of the equation consti- 

tuted cnly one part of the essential difficulty, the other 

aspect being the abnormal contraction in physical supplies of ' 

all gocds. 

Detailed and reliable data on the public finances of 

1-krea are not readily available. Even if such were at hand 

the story there told would: be far from complete. 10 this 

connection it is pertinent to observe that the new fiscal 

year budget for 19~2-53, , expected to be approved and go 

into effect early in April, was calculated on the basis of 

prices prevailing last Oct;:ber, whereas the actual price 

level today ap*pears to be at least 50% higher than that of 

October 19511 
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True consolidated budgets, summarizing all financial 

activities of the government, have never been compiled. L.rge 

areas of necessary expenditure are substantially omitted: e.,,., 

adequate won wage and salary compensation for &overnment 

em:Aoyee s - at least partially offset, be it noted, by 

payments in kind unrecorded in the budget (illustrating 

the inadequacy of government employee wages, the Acting 

Prime Minister is quc;te: recently as estimating that payment 

of wages sufficient to lll.: aintain a semblance of decency" in 

living standards would require the expenditure of 1.2 trillion 

won, an amount comfortably in excess cf the entire proposed 

General hcciunt Budget for the next fiscal year\) 

Numerous responsibilities of government have been 

shifted over to UN shoulders, and hence budgeted for, if at 

all, only meagerly. Included among such are: :rms, equipment, 

munitions, clothing, food, etc., for the FOK Army; relief 

supplies for millions of civilians still homeless and jcb- 

less; maintenance, fuel, etc., needed to repair and keep in 

operation transportation an< communication facilities, public 

utilities, roads, bridjas, etc. Many other government expendi- 

tures are financed outside the budget, such as subsidies to 

and deficits of government owned utilities, industries, and 

agencies. 

In light of the above, one of the most practical approaches 

in obtaining an insight into ROK Government finances is to 

examine the accounts of the Bank of K;:rea (fiscal agent for 

the Government), tcgether with the activities of commercial 

bankin;, and other finznciel institutions as reflected in the 

table summarizing chLn>,es in the nation's total money supply 

(Monthly Statistical Review of the BJ& of Korea). 
. Before do=;; SC it may be well to &ance quickly at the 

recent over-all expansicn in mcney supply which explains, at 
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least in substantial part, the further inflationary rise in 

prices since the Red invasion in June 1950. As of the end 

of December 1951, latest data available, the total money 

supply came to 784 billion won, an increase of 662 billion 

or greater than five-fcld over the 122 billion won in 

existence in June 1950. Of this 662 billion won newly 

created in the past 18 months, 475 billion (72%) repre- 

sented increases in Bank of Korea note circulation and the 

remaining 187 billion (28%) came from rising bank deposits. 

In the follcwine tables will be foti a simplAfi.ed 

Cana%ysis of the 662 billiun won growth in money supply since 

June 1950: 

UNCLASSIFIED 
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Major Causes cf Increases and Decreases in ROK Money Supply 

4 (Billions of Won), 

TABLE I . 

June 1950 
to 

1. Net Advances to ROK +205,926 
from ROK 

;: 
Other Bank Loans 4 UC.280 
Net Advances to UN 
from BOK ~132.538 

4. Sales of UN Aid - 13.049 
Supplies 

Total Net Increase +339.695 

TABLE II 

June 1950 
to 

1. Net Advances to RCK 4205.926 
from BOK 

2. Other Bank Loans + lit.280 
ROK TOTAL ADVANCES 4220,206 

3. Net Advances to UN 
from BOK 

$132.538 

4. Sales of UN Aid - 13.049 
Supplies 

UN TOTAL XVANCIB -r119,489 

--. TABLE III w 

June 1950 

ROK Total Advances mo.206 cl59367 +3?9.5?3 
UN Total Advances -cl19 0489 d62.935 c282.424, 

Total Net Increase e339.695 +322,302 c661.997 / 

*April 1951 

ye& 

- 87,772 

~247.139 

h284.558 
-121.623 

t322.302 

*April 1951 

* 

- 87.772 

c247.139 
d59.367 

+284,558 

-121.623 

~62.935 

*April1951 

?+!Eii% 

June 1950 

+118.154 

$261.419 

-1.417.096 
-134.672 

461.997 

June 1950 

?&i) 

tl18.154 

+261.419 
t379.573 

t417.096 

-134.672 

+282.424 

June 1950 
to 

*April 1951 is selected as the intermediate point in this 18-month 
period since Bank of Korea advances to the ROK Government reached 
a peak in that month and have since been declining. 

Please Note: UN Advances as shown above do not make allowance - 
fcr the fact that reimbursement for 63 billion of these advances 
was made in October 1951 by a U.S. payment of $12.1million to 
the ROK. 
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One of the first facts brcught out in Table I is that 

the gro&h in mcney supply was even more vigorcus in the last 

eight months of the peri& covered (422.302 billion won) 

than in the first ten months (+339.695). In ether words, 

monentary inflation was continuing unchecked. 

Superficial examination of Table I also suggests that 

Net Won Advances to UN Forces for the full period (-&l-7.096 

billion) accounted for rEughl.y Eive-eighths of the entire 

expansion and, moreover, that this inflationary factor more 

than dcubled in intensity in the latter half of the period. 

Also apparent is the impressive change in inflationary 

pressure attributsble to short term borrowings by the FDK 

when the first half of the period (C2O5.%6 billion won) is 

contrasted with the latter portion (-8'7.7'72 billion won). 

tiuch emphasis is being Flaced upon this point by the ROK 

in their contention that the Government brcught its budget 

into a favorable cash balance early in the present fiscal 

year, thus directing attention to the large won drawings 

by UN Forces as primarily responsible for continuing infla- 

tion. We shall see that this is much less than a fair 

presentation cf the facts. 

It may ccme as somethiq c.f a surprise inc ertain 

quarters tc learn that whoreas Wther Bank LoansI! contributed 

very little to inflationary presseres in the first ten 

months followin;; the Red invnsicn (+I~$.280 billion won) in 

the succeeding eight mcnths they expaded at an alarming 

rate (+&!+7~.139 billion won). Likewise, there is plenty 

of food for reflection in contrasting the remarkable switch 

in inflaticnary roles played by ROK won drawings in the 

first half of the serid (j-205,926 billion) with "Other Bank 

Loans" in the first half of the period (+2&?'.139 billion 

won). In short, while the ROK Government did appear to 

8 
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greatly reduce its won drawings in the latter eight months 

(-87.772 billion) this was accomp;uiied by a largely offsetting 

growth in "Other Bank Loans" (d-247.139 billion won) - for 

which the ROK Government must assume full responsibility 

since its ownership and control of Vested properties" 

formerly belonging to the Japanese inclties virtually all 

of the so-called private banking institutions in southern 

Korea. Furthermore, Wther :Bank Loans" includes very sub- 

stantial quantities cf loans made to Government agencies. 

The rqid growth in won proceeds derived from "Sales 

of UN kid Supplies '1 is also clearly evident in the latter 

pericd (reducing inflationary pressures by 121,623 billion 

won) in contrast with such proceeds in the earlier period 

(which reduce:: inflationary pressures by 13.049 billion won), 

thus testifying to the reality of R rapidly swelling tide 

of incoming UN Aid Su;>plies I: tiespite the fact that much 

less than 1% of the actual cash value of such supplies is 

realized by their dispcsal through the offices of the ROK 

Government. 

By combining the inflationary factors for which the 

RGK must bear responsibility and ccmparing them with similarly 

combined factors for which UN is responsible, as shown in 

Tables II and III, a fairer picture is obtained of the rela- 

tive inflationary contribution for which each is responsible. 

Thus combine:, it is seen that for the full period the ROK's 

share in inflationary pressures (+379.573 billion won) greatly 

exceeds that of the UN (+282,&f+ billionwon). Broken down 

into approximately equal perior;s, the inflationary pressures 

resulting from ROK financial operaticns in the first ten 

months (C220.206 biilion won) &no& dcubled those deriving 

from Un financial activities ($119.489 billion won). The 
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latter eight months tells a different story: in this period 

ROK- generated pressures (+159*367 billion won) were reduced 

by nearly one-third in contrast with UN generated pressures 

(j-162.935 billion won) which expanded by about one-third, 

thus bringing them into approximate balance. 

What is the true significance of these shifting infla- 

tionary pressures for which the UN is ostensibly responsible - 

and for *ich the ROK would hold us to account? Must the UN 

accept the blame for greatly adding in recent months to the 

already staggering burden of inflaticnary pressures under 

which the ROK is reeling? The answer most certainly is not 

an unqualified lfyesrf. Firstly, failure on the pa.& of the 

ROK to sell and collect the proceeds for a vastly greater 

proportion of UN kid Goods coming into Korea (than is cur- 

rently being done) results in a much smaller deflationary 

offset than should be realized; aid goods are also being held 

in storage for excessive Teriods of time and very substantial 

quantities, it is reported, are being diverted into illegal 

channels and being wzsted. Seecndly, the lessoned won 

advances which the ROK is currently drawing from the Dank of 

Kore.a are being effected at the eqense of UN Forces, which 

have been cbQed in recent months to shoulder increasing 

financial burdens more properly borne by the ROK; in short, 

failure of the ROK to carry the fhcial load which a sovereign 

and responsible government should bear means a correspondingly 

heavier burden falling upon the UN -- one factor responsible 

in substantial p&t for increased UN won drawings in recent 

months. 

Observations such as the above manifestly obtain only 

with respect to i>F.St events. The more im;jortant ccnsiderations 

pertain to the future, Despite clearly extenuating circum- 

stances includini; these cited immediately above (together 

10 
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with other such compelling facts as this: total value of UN 

aid gocds and services Frovided since start of the Korean 

War, exclusive of military wgenditures for UN Forces other 

than XCK Army units, are conservatively estimated to exceed 

$400 million, or more than four times totCal won advances to 

the UN) it still remains true that ccntinuing large UN won 

advances are contributing; greatly to furtnering Korean infla- 

tion. This inflationary element must be eliminated -- and 

quickly - before any hcpe of halting the present runaway 

inflation can be seriously entertained. 

The means for callin,r an abrupt halt to the continued 

inflationary cnsequences resulting from large UN won drawings 

currently averaginG some 35 billion monthly, are fortunately 

clearly discernable and ready 2t hand. UN Aid Supplies are 

rollir~, into Korea in ever-mounting volume, so much so that 

sale of 2 reasonable pro;-iortion of these goods at fzir prices 

will provide sufficient won to more than match UN monthly won 

ctr::wing neeus. Coq.xtent UN Field, Staff affirm th.Lt the 

financial con?,iticn of the Korean populace cand economy assures 

ready cash absorption cf 40% to 50% of the value of incoming 

aid .mr-. 's b'O5 . This should more than cover UN won advances, leav- 

ing, a surplus for cthLr Zesirable nezds. 

This przblem, ,as a11 unlerstani, is one of the pressing 

matters to be .:ealt with in the Tending Aid Qreement negotia- 

tions, along with satisfactory settlement of accumulated UN 

won advances, the ~:eterLnati~n of a realistic won-dollar 

exchange rate, and other closely related prOb1em.S. 

Unfcrtuntely, the ;:rospect is not equally clear or 

reassuring that once the inflationary effects of UN won draw- 
. In;Se are eliminate< the Frcspcct henceforth will be one prom- 

ising cessation of Koreafs long travail of inflation. Granted 

the large and incroasin; vlume of UN aid ;uods now flowin: in 



and on the way will I::: far towards rectifying the defici- 

encies in physical ,g;~~% desperately needed to bring domestic 

suplies back into scme semblance of balance with wildly 

inflated Amand factors; granted further progress may be 

attained in stimulating a much enlarged volume of domestic 

;Jroduction (if and when inflation is curbed - or despite 

the numbing effects cf inflation, if such can be imagined!); 

granted these hny>y developments anti otheiqs of like import, 

assurance is still lacking that Korea's prclonged suffer+. 

from this chronic malady is likely soon to be brought to a 

close. 

B&lence is not wanting to supFort the belief that 

Korea's rulers actively g&n a colossal expansion in bank 

credit, cnce the period of currency expansion is over, It has 

been seen that a rapid increase in bank credit took place in 

the most recent period for which information can be had. The 

ROK Government has already announced a program for the new 

fiscal year which opened 1 i ril calling for the relense of 

more than 500 billion won in loans. Since the details of this 

program (43scribed as double the scope of a similar ROK ;.rs- 

,.ram in FY 1951-52) 14.. n<:t yet known is it not a fair assump- 

tion that double the expansion of bank credit witnessed last 

year lies in store for FY 1952-53? If s-, L::onbntary inflation 

will certainly continue on its ;>resent path, little if. any 

abated. Tnis is a most pressing problem, meriting serious and 

detailed study, 

Alother financial problem calling for immediate explora- 

tion ccncerns the handling of UN dollar repayments to ROK for 

.#on advances $.ven. T!li: initial such settlement involved the 

transfer of ~12,155,000 Octc,ber 15 last. To date no known 

action has been taken by the ROK looking to a cancellation of 

the original UN wcn &v;nces.against which this settlement 
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was mde. Is it not ;,ertinent to enquire whether the RCK 

inter& tc reverse the inflationary monentary processes 

involved in the original grantin, of UN won advances - in the 

case of this repayment as well as other similar repayments in 

prospect .and demanded by the ROK? In this connect&n it is 

more than a little disturbing to recall the recent declaration 

attributeu to the .cting Prime i,5nister in open i;ss~tly ses- 

sion: It . ..The Gcvc-rn-znt is firmly determined to use the 

bulk of the repayment (i.e., won advances to UN) fcr the 

improvement of the livelihood of public cffici=Q!'.' Can this 

be true? 

One fin21 point: in evc;lui.ting the prospects for effectu- 

ating a new Ad ;';.. reement with the ROK Government it is sober- 

ini> to hark back to the terms of the EC6 iiii; ;;. reement signed 

with this same Covcrnment 10 December 1948. That b,-reement 

contained a list of some ten highly beneficial proposals which 

the ROK Government agreed to carry out in return for economic 

aid from the U.S. -- all directed to the strengthenin, and 

stabilizin,: of an ecnmmy then sufferin.cncutely from the 

serious inflation brcuiht abcut by unhappily ac'tinistered 

public, finances. These steps areed upon included: ._I balancing 

the budget; ccntrols over currency issue an< bank credit; 

re;.ulation of fcrei:;n exchan(;es; astablishment of a rate of 

exchan, e; maximum production, ccllection ani equitable dis- 

tribution of locally procured sup;llies; facilitation of 

foreign investment; development of export industries; effective 

maneg,ament or disposal of Vested Properties; fair distribution 

of U.S. Aid Suplies; and establishment of a properly circum- 

scribei r'Counterpart Eund!. 
. 

It is not r.-ith the intention of forcirq an unkind judg- 

ment to enquire into the success attendant upon carryin: out 

the terms cf this Agreement. :;s we niw lincw, 18 months only 

13 
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were allotted to the WK ri<,r tc the Red invasion from North 

Korea in mid-1950. If such terms could not be lived up to in 

those 18 months of coqarative flpeacell - as the record ccn- 

elusively establishes - then what kind of an Aid hgeement 

can presently be executed with a fair prospect of achievw 

the end objectives sout-ht? ti it too much to hope that the 

uni;erstandin ~.) ,ained frcm this earlier attempt to %tabilize 

and strenl-then" the econcmy of Korea may prove of genuine 

:vorth in shasing a more effective and beneficial A,reement 

under today's even more Zfficult circumstances? 

In closing, may I sum up the substance of my cc.mments 

by again reiterating that uncontrolled infl.stion is no new 

menace to the well-beinj:. i;f the Republic of Korea. For 

seven long years this nost disruptive of all internal dis- 

turbances - fierce counterpart tc the terrible war pressinS 

from without - has 'had its way with this unfortunate people. 

The monentary causes cf inflation I have linked closely with * 

the unbroken succession of financial deficits piled up year 

after year by the national government. The resulting flood 

of bank notes and cre'lit threatens to engulf the nation 

irrespective of successes ,ained on the battlefield. The cure 

for this dreadful ailment is not difficult to prescribe - 

althtiugh the patient may swallow the medicine with some 

reluctance, even resistance. k proper financial accounting 

for and distribution of the incoming UN aid supplies can be 

one of the means for brin$.nc to a halt the wide devastating 

sweep of inflation. This can be done, as you gentlemen well 

understand, by offsettin< -- with won to spare - UN drawings 

against the proceeds serived from UN kid Supplies. But such 

a proeram, no matter hew well devised, cannot succeed by 

itself. The recent trend toward uncontrolled expansion of 

l-4 
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bank credit must also be curbed. Only thrc,u;h imposition of 

sensible controls upon the springs feeding into the money 

sup& can 5nflation be brought to a stop. Ben though the 

means to achieve this salutary effect are clearly discernable - 

and definitely within reach - I submit that a careful scrutiny 

of the record of recent years will temper any easy optimism 

that this rJca1 can be easily attained. To this observer, at 

least, it .?ould a;_,-ear that no agxement between the ROK and 

the UN can be made genuinely effective which does not also 

provide the machinery for insuring thst the objectives sought 

will be attained. Only by some such steps can inflaticn be 

halted and true stability return to hard-pressed Korea. 
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R D&F, MZC- 
Chief, Labor 

Section 

UNCLASSIFWJD UljGACE 
9 A@1 1952 

1. While the Immediate tasks in Korea are to combat disease and 

famrne and begin laying the foundation for economic recovery (by 

restoring communication, trans$ortatlon, industry, agriculture, a 

sound financial structure, etc.) our long range objective in Korea 

I - 

should be to help create a modern democratrc state, with a viable 

economy capable of providing a decent standard of living. 

2. Labor has played a key role In the crisis into which communism 

has precipitated the world. The support and cooperation of a skilled 

and efficient working force has long been essential to the military 

defene efforts of free nations. But the nature of the current 

conflict has thrust the labor question into the very heart of the 

crisis in another and even more crucial sense. The allegiances formed 

by organized workers throughout the world will have a significant 

ef ect on the outcome of the Allied and United States defense efforts. 

At present, there are apyrox;mately 180,000 Koreans working for the 

UN Borces. 

3. A sustained effort to Liarntain miiltary defenses requires a thriv- 

ing economy aiid welfare supsort. Even ilore are they required in the 

defense against indirect agGression. For communism though seeking 

to destroy the democracy without which labor cannot be free, poses 

as the champion, as the liberator of labor. Labor is its prime 

target, a controlled trade u-ion movement its chief tool, and ex- 

ploltation of economic, social and solltical grievances its uam pro- 

paganda weapon. Therefore the development of a country's resources, 

the level of living of its geo;jle, the exrstance and activities of 

its trade unions frequently determ-ne how strong a natlon will be 

in resisting commulism and fighting for del.,ocracy. 

4. The present Korean government is not interested In a progressive 

labor polrcy. Even before the present war, there had been a definite 

recession compared with the policy adopted by U. S. Military Govern- 

ment. Since the outbreak of hostilities in June 1950, the labor 
I 



administration has been further relegated to the background as a 

non-essential element in the government machinery. The police play 

a more important part than the labor administration both in labor 

recruitment and labor relations. 

5. The workers organizations can scarcely be termed trade unions, 

they are more like a labor front. They originated as government 

sponsored bodies designed solely to stanrp out commu.nism and to pro- 

vide an organization for stimulating the workers to greater efforts 

without pressing for wage increases. They are subject to control 

by tile government. The general pattern of trade union organization 

is based on what the unions themselvGs refer to as “democraticentral- 

ism*l . Tne Korean Fedcrntion of labor consists of six industrial 

unions: railwaymen, seamen, harbor workers, electricians, miners, 

and cooks and waiters and the provincial unions. Tne provincial 

unions consist of all the district (city and government) unions which 

in turn consist of all the factory unions in the district. The 

factory unions are not indeioendent unions, they are branches of the 

provincial unions, whose approval is required for the establishment 

of a new union, its rules and constitution, and the confirmation of 

elected office hoiders. In practice, it would be im,,ossible for a 

new union to be established except within the Korean fedtration of 

labor. It would be suppressed as a communist organization. The 

provincial and district unions include all the factory unions in the 

area irrespective of rndustry, There is no attempt to group factory 

unions by industry. 

6. Legislation exists on labor stankrds and mediation of disputes. 

At first sight the laws appear to be progressive, but they are pure 

window dressing as they are not operative. The standards are high 

for a country of Korea’ s stage of development but it would be better 

to limit the standards and have a lower stanurd enforced. 

7. There is an acute s,,ortage of technicians and skilled workers, 

as prior to 1945 the vast majority of such persons were Japanese, 

the Koreans filling only subordinate posts, Little ci,n be done to 

. 
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raise the standard of living of Kobebn workers until their produc- 

tivity is iq>rope& &d this will entail a coqrehensive training 

program, 

8. Any progrm of labor policy mst be planned on a very long tern 

basis. The probleu is essentially one of education: The develop- 

rlent of a eocial conscience in tile governing classes in particular 

and in the general public, the training of a cadre of public of- 

ficals in efficient and honest iilethods of admnistration, the 

education of trade union LeaLers and rank and file workers in the 

function of trade unionisn, the inculcation into the minds of manage- 

ment of the duty to sy a. living wage and to provide hygienic and 

safe places of work, teaching nanagenent, technicians and workers 

iqroved Iilethods of production in order to increase output. To ac- 

coLjplish these-things, it is first necessary for the Korean Govern- 

rlent to adopt a I.lore libem.1 policy towards labor and this is un- 

likely so long as the fighting continues as it has other clore pres- 

sing mtters to attend to. The present state of affairs is extremely 

unsatisfactory and drastic reform are necessary. We nust sound a 

note of warning that in dealing with tLe Korean labor situation, 

tine is not on the side of democracy. The present conditions are 

appalling, and the workers have no ueans of renedying their situ- 

ation, Frustration of this sort is an ideal breeding ground for 

ConRunisR. No matter what sacrifices have to be nade by the Korean 

people in their fight for survival, these ideals rmst not be for- 

gotten and allowed to becone casualties of the war, for the sme 

spirit tht is helping the Korean people to win the war, will be all 

the Llore necessary to enable the:. to rebuild their honeland, It 

is so easy after sustaining a su;>rel;le effort to defeat the enemy, 

for a reaction to set in after the heat of battle has died down 

and for selflcsness and patriotism to be replaced by selfishness 

and apathy. 

9. Experience in other countries following two world wars does not 

show that the readjustnents which are inevitable in the reversion 

from a war-ti;,le to a peace-tine econotly are j+rticularly prone to 

-. 
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cause labor unrest. It would be dis88trous to our common efforts to 

restore the econony of Korea cfter the war, if such a reaction 

should set m here and it occurs to Lie that we should include these 

noral issues in our rehabilitation plans ay;d t&t we should t&e 

2osltive steps now to prevent such 2n occurance. 

10. I would like to suggest t&t there are two cardinal principles 

which should be an integral 2art of our reconstruction pL.ns, so as 

to insure that they have the whole Learted and ,.,ctive SU$YOrt of the 

uass of the Korean peoi$e, Tile first of these is, iianifest social 

justice based m f..ir sLares both of sacrifices and benefits. This, 

of course, is lmrticu1arl.y difficult to achieve in dealing with an 

inflationary situation, but for that reason it is all the uore iI;I- 

portant that we SilOUlC continually r2ake conscious efforts in this 

direction. 

11. For eXaxLJk?, it is Lportent tilct the benefits of the econonic 

aid which is being brought into Korea shtiuld flow down to t;se general 

populace, 2nd that everyone &:ould be 2wLre tL;t t;lis is happening 

md should not have any suspicion t&t the aid is benefiting only 

a few ;>rivileged persons. 

12, I have been considering the whdle question of t:le wage price 

problen and at the progressive deterioration in re,al wag&s. Of 

course, a war-time economy neans sh.orta.ges of cmsmer goods and a 

lowering of standzds of living, but I believe tile workers understand 

this and will abide by it SJ long as there are fair shnres all 

around: That has iJroved to be tile case in other cmntries. A con- 

dition that I.IELY lead to serious unrest will be for wages to be pegged 

while prices are allowed to soar, a;?d for the workers to see their 

own standsrds fallmg. I realize that Gere is no one si@e answer 

to this problen, but is one that bttffles econorA.sts everywhere, and 

it is necess,ry for all sections of the commnity, particularly the 

wage earners them3elves, to cooper&e in finding the answer. It is 

extreuely difficult to give precise figures concernmg wages as 

mch of the source naterial is unreiiable or msle&ing. Tie Bureau 

of Iabor mintains no wage statistics. All statistics are gathered 
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by the Bank of Eorea,. and lt relies on returns cmpiled by the eLL- 

players, Further, Liost figures of weekly wo&es are liable to sd- 

justnent, either ulJwarSs or downwards owing to welfare item or 

allowances :?f one kind or another. In some cases, part of the 

wage would be augnented by i>rodUCtS of the factory either given 

free or sold to the workers at cost ;>rice* For exmple,, a textile 

factory, in addition to the wages each adult received i;ontLly, 20 

yards of cotton cloth sold to hlu at 850 won aeyard, which he could 

resell at about 3000 weon a yard on the Llarket. Estimates cited by 

goverment officials, trade union leaders vary frotl 300,000 won to 

600,000 wljn as uinimm mnthiy expenses for a f=mily of five* In 

order to bridge the ga2 between earnings and the cost of living, 

all iilenbers of the fatily w:io CAI? c jntribute to the fmily budget, 

There is no general method for determning wages sither by govern- 

nent order or by voluntary negotiation. The bulk of industry - 

particularly the basic industries--is atate owued and there is a 

wide difference between the L; mey wages pctyable in public and 

private industry. The wages paid by ;jrivate enterprises are very 

i.mch higher than those payable for similar grades of governnent 

establislwents. The goverment itself has the Ileans to provide a 

renedy adninistratively, 

13. The second cardinal principle, I consider to be an intergal 

part of reconstruction plans, is close cooperation with organized 

opinion, particulariy tLe CLmbers of Coxmerce and Industry and 

Trade Unions, in all aspects of our rehabilitation l+aus. 
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UNC LOGISTICAL SUPPORT CF ROK ARBED FORCES 

g&&g&J&t MAX 4r r.iAUPHEI@R 
Industry Wdvisor 
Government Division 
G5 (Civil Affairs) 
GH",, FIC/UNC 
5 ,,pril 1952 

I. INTRCDUCTION: 

In discussing this subject I will state the problem, its 

scope, the supplies furnished directly ts ROKA from the U. S. army, 

the supplies furnished to ROK Armed Forces via U. S. aid programs 

and the conditions involved. 

II. PROBLE&I: 

The logistical support of ROK Armed Forces by the UI\JC is a 

problem of supplying necessary ordnance, quartermaster, engineer, 

transportation, signal, medical and chemical items in quantities 

sufficient for current operation and of using Korea oapacity to 

amaximum. 

III. SCOPE: 

The present strength of the ROK L.rmed Forces amounts to a 

total. of 331,000 men, the breakdown being 303,000 for army, 5,000 

for air Force and 26,000 for Iqavy and Marines. In addition to 

these forces, there are '7'3,000 to 75,000 in the Korean Service 

Corps, used as laborers in the forward areas by UN Forces. This 

makes a grand tottilof 401,OOG to 406,000 men to be equipped. 

Iv. DIRECT SUPFLI~S TO Iz0K.A FROti U.S. i,lXY: 

All arms, anmunition, vehicles and specialized military 

equipment which Korean industry is incapable of producing are 

supplied directly by the U. S. Army to R9KA. Table No. 1 is a 

current inventory of all such items held by -5K.A. In addition, 

thereto, RGKA has an adequate supply of ammunition for the 

weapons listed. This inventory is Comparable to the weapons and 



equipment necessary &r ten Atitiard U.S. Army infantpy divisiohs 

except for tanks, heavy mortars'and specialized equipment. Ships, 

air planes and other specialized equipment for ROKN and RQKLF are 

supplied directly by the U. S. Armed Forces. 

v. SUP?LI%s TO FQK i;RLEU FOX!% VIA U. S. AID ,PROG%B4S: 

The U. S. program for supplying military requirements to ROK 

Armed Forces includes raw materials, semi-processed commodities 

and finished products. These are distributed to Korean industry 

and are processed for ultimate military use. Due to the critical 

nature of these supplies, in many cases, it was decided to procure 

outside of Korea in order to insure satisfactory deliveries because 

Korean industry is hmpered with its problems of finance, poor 

management, power failure and low efficiency. 

VI. 

The cumulative total of raw materials alone placed on procure- 

ment contract for support of ROK Armed Forces amounts to a total 

of &2,30'7,874 as of 26 February 1952, of which approximately 84% 

or $35,605,558 h as been delivered to Korea. Some of the important 

items in these deliveries are uniforms, rations, biscuits, cloth, 

yarn, mess kits, blankets and a variety of raw materials. In 

addition, thereto, the ROK Armed Forces have received from EUSAK 

materials valued at @.2,928,300 for the period 15 @arch 1951 Co 

15 September 1951,. .,For ROKAF, procurement has been directed in 

the amount of $304,288. 

The problems of Korean production for military use have been 

discussed uncter the subject of Korean industry. 

CONDITIONS: 

In many instances, finished products required by the ROK Armed 

Forces for which raw materials were supplied by the II. S. have not 

been manufactured in Korea. The cause of such a condition is that 

the ROK Government has failed to provide necessary funds to cover 

processing costs in Korea. For example., adequate supplies of 

-. 

2 

UNCLASSlFlED 

.-- t 

..e -- ‘ 
-. h. -7 h 

Y..,) 



. -e-.--1 

caustic soda and tallow have been prdVided for the manufacture 

of soap, but the ,WKA has not received minimum issues of soap 

because the FUX Government has provided less than 5% of the 

funds required for the manufacture of the soap. Periodically, 

the manufacture of uniforms has been curtailed because of lack 

of funds to process cloth for which raw material, yarn or cloth 

has been supplied. Lack of timely essential information by ROK 

officials affords some justification for failure to make 

necessary budgetary provisions for manufacturing costs; partic& 

larly; because of their inexperience in providing for the logis- 

tical support of a modern army of 331,000 men. Without complete 

factual data on deliveries made to the ROK Government for military 

uses and sound methods of management, thare is a natural tendency 

of ROK Government authorities to ignore such programs and divert 

materials to other uses. Likewise, the ROK Government officiaLs 

disregard U. S. programs for the establishment of essential 

requirements for Korean industry to manufacture military and civi- 

lian items, The RGK Government does not seem to wish to recognize 

the costs of the U. S. as a proper and valid charge in support of 

their country. 

VII. SL%Q&RY: 

Supplying the requirements of 331,000 men in the Korean Forces 

and 70,000 to 'Ifi; men in the Korean Service Corps is divided 

into re&Ly two categories, namely, direct U. S. krmy supply 0f 

specialized equipment which Korean industry is incapable of pro- 

ducing and supplies from Korean production manufactured from basic 

' materials furnished via U. S. aid programs. The first category 

operates smoothly but the latter is complicated by the many pro- 

blems created in the utilization of Korean industry. It is not 

possible to issue directives to a sovereign nation and this fact 

in conjunction with the Koreans 1' inexperience develops the bogging 

3 
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down of a month flow of Korecan manufactured goods for military use. 

Every effort is being exerted to have the RGK Government resolve its 

budgetary problems to permit its industry to operate to best advantage 

for the support of its own nation, In a nut-shell, the U. S. supplies 

materials with which Korean industry can produce military require- 

ments; however, lack of planning hampers the Korean war effort. The 

proper logistical support of the XOK harmed Forces is focused on the 

speedy execution of all plans for the economic rehabilitation of 

Korea, and on Korea's willingness to accept its own responsibilities, 

fiscal as well as industrial, so that the U. SI aid programs can be 

reduced to the minimum, keeping in mind especially the elimination 

of a miximum amount of semi-processed and finished materials which 

Korean industry itself can produce by applying a miximum effort. 



. . . 

TABWNO. I 

CURRENT ROKu INVkXI'QRY OF U.S. ARXY EQUIPMj3NT 

30 Cal. Machine Guns 

50 Cal. Machine Guns 

u-1 Rifles 

30 Cal. Automatic Rifles 

Carbines 

105 mm Howitzers 

155 mm Howitzers 

60 mm Kortars 

~-36 Tznk Destroyers 

Powered Vehicles 

Walkie Talkies 

Radio SCR 300 

Artillery Radio # 609 

Telephones 

. 

-. 

5 

2,500 

3,200 

l20,ooo 

4,700 

73,000 

234 

78 

1,157 

77 

10,243 

4,400 

370 

1,600 

8,000 
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Prepared by: LT. COL. LC:i%LL S. LOVX 
Chief, Sup;3ly Progr‘ams 
Division 

G-5, GH2, UX 

DISCUSSION OF A PROPOS1D PRCGRI3 D?VELOP AED 
EWIP ROK ARWT;D FORCXS SO TEY MAY ASS!JME IW 
CRXSING FESPONSIBILITY OF TRZ ROK - TOLITICL'L 

~IKD EcoI:o~~!:Ic 

Discussion of a Propcsed Proy,rxm or for that iTlatter any 

program to develop and equip the ROK Armed Forces to assume 

increasing responsibility in Korea requires anaiysis of our 

present position and some of the p.ast evants which have brought 

;Ibout the present situation. In bold terms, the mission in 

Korea now includes not only repelling Comr.lunist tiggressionbut 

also involves a responsibility to create insofar as practical 

those conditions in Korea which will effectively prevent a 

repetiticn of Communistic Arrxd aggression. 

The ebb and flow of military op<erations resulted in a 

complete demoralization of government as we know it. Korea has 

been saddled with a war it cannot afford. Faced with unpopular 

and distasteful duties, ROK officials have temp>rizi;d and have 

adopted courses of nctien which were deemed expedient at the time 

<and least d.amaging tc themselves. Regulation of the economy 

as we h?.ve been accustomed to in ths U. S. in time of war, has 

been and is now lncking. ROK officials ;rc distrustful of the 

future of Korea, have little faith in their pot~ntinl going 

alone, and many of thei, 'r cfficinl actions indie-te thxt flight 

of personal czpitnl to other ian is th;: prtifer-:bl? course to 

insure future well being. It is easy to condemn anit criticisc 

many of their actions, Iioxvtir, the ROY; Government is the 

existing government in Korea nnd whether we like it or nA it is 

the government with which WC: must deo.1. Its character is known 

and is a conditian to ba reckoned with and not ?-n excuse for 

confession and avoidnncti. 

ROK can supply the man power for zny Army reasLnably re- 

quircd. This is so for many reasons. ';Jorkini; for the Government 
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is not profitable if you vrould remain trustworthy in the 

American sense and still eat, Industry is politically 

inclined and a precarious occupation unless you maintAn and 

cultivate the right political affiliations. Deconcentration 

and decart4izntion are unheard of or are l'Y.ankoe oeculi?ritiesll 
i \. 

at best. Farming is confined to thti elder son who usunlljr takes 

over the family farm cn the father's demise. Basically, the 

ROK soldier will fight fcr those who feed and clothe him. The 

Korean is not too excitei. about politics. Hers been miserable 

under all types of regimes. His likes or dislikes have a 

simple personal equation. 

Any program for the ,development of a ROK Army equipped 

and trained to maintain the integrity of Korea should include 

specific well-planned basic policies t3 insure permanent success. 

1. Govtirnment shsul:: have sufficient revenue to feed, 

clothe and equip the Army with those items which we do not provide. 

2, Government should accept its basic responsibilities 

for the ROK Army,. To do this, taxes must be collected, grain 

must be gurchascd, and prices regulated. Government should adopt 

the ROK L'T as its awn ‘an! cease to regard Korean solders as 

morccnaries fi&ting for and the primary responsibility of the 

United Nations. 

3. The RCK economy must become a self-containing 

economy. In its sinplest terms, the Korean government must get 

the money for anything leaving Korea and Koroan Army Requirements 

must be met first and not last in competition with the civilian 

cccnomy. 

4. Money must be the accepted madium of exchange. Its 

value in relation to the Zollnr or any other currency cannot be - 

effectively regul-.ted unilaterally by the U. S..or by half-measures. 

R ration allowance of 533 fi per'day for a ROK soldier mdzns 

little in relation to yen purchases of fish from the ROK fisher- 

ies by Japanese or WC purchases of goods in Korea which have 
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bcsn procurd by ROK fishsrics with yen rdceivt.3 frsn thz sale 

of fish. Th;: only result is the ROK Army dccs not eat since the 

ROK fishorios c,an usually make: morn nonl=y from their catch by 

sAlin to Ja,n?,n rr-,ther than to the 'aoK Army. 

5. U, S. or UN nssiskince must be #aced strictly 

an2 tiffsctively in the catc;ig;Jry of assistance, It cannot 

become a windfall for collccticn of taxes cr grain, pcrso,nal 

profit, or political aggrandizement. 

6. knufacturing operations in Karea must be slated 

on a business basis. Raw materials must be supplied on the 

basis of firm, executed su?plicr czntracts for which payment 

is received by the contractor on dolivcry of the goods. 

7. The organization authorized fcr the ROKA must be 

agreeable to the ROK Covornmcnt and reasonably within ROK 

capabilities. If extraneous administrative echelons are included, 

U. S. stanc?arA installntirns inflicted, or technic71 troops 

beyond ROK capabilities a7,:3~?, the result may only mean that 

both the Gcvarnmcnt an2 the Army will be unha;~y an:;'; thereby 

beccme good mater&41 for disaffection. 

8. k3ninistrative control of the ROK Army should be 

decentralized. Top tichtilons within ROK who are concerned with 

the ROK Army must first have sufficient personal income to be 

honest and secon;:, must be sincere, trustworthy and competent 

soldiers. The Army shoul::: not be a stepping stone f>r a political 

career or bacomc a political foAbc7.11, if it is to be reliable. 

??Te cannot compromise with petulance, corruption, or self-intcrcst, 

in official circles if we are to be successful. 

9. Government in Korea should permit a&ninistration 

of the logistical rcquiromonts for its army on a basis of demon- 

strated efficiency. 

10. Above all else, our policies should be simple, 

basic and categorical, Conditions should be acce$ed as they are 

and are actions based thereon. Firmness and infinite patience 

with ROK intransigence will be required. 



UNCLASSIFIED 

After a gov~rn~tintal basis has buen ostsblishcd for 

development of an effective nilitary force in Korea the economic 

ccnsiderati>ns still remain and these problems ard fortidnble, 

Korea c<.nnot afford 3 aoArn Army. Its industry is ?isorganizcd, 

vested, ignorant, inefficient and unreli:blti. Little, in ad- 

ditiLn to the existing progrzx, can be provided in Koraa without 

major capital rtic3nstructin, ax;ansion, and investmant& Train- 

ing for industry in most cases must start at the beginning. Most 

raw materials are not produced nor are they av2ilrtbl~ locally 

but must be imported with foreign exchange. For many years 

to ccme end-products may havo to be provide-? from outside of 

Korea. 

Here again basic fun&mental c&egorical policies are 

indicated. The problems are distinctly long range. 

The assistance required embraces every major industry 

essentiLal to war pre":uction an d most industry essential tc; 

economic self-sufficiency, Repair and rehabilitation of exist- 

ing facilities present major problems, B;r c;:jrn>arison, the True 

Uctor Company in l?ashingtcn, D. C., is not now repairing Model 

"T" Fcrds of the 1910 vintage N5th spare *parts from its own 

stock bins. In Korea, in +&a textile mills, we fin? inoperable 

looms where the 12anufzcturer is unknown, the spare parts non- 

exist32t. This situation would raquir-2 designing and fabrication 

on the spot to accomplish repair, Yesterday, the matter of taxa- 

tion was discussed with respect to sowing machine harts, This 

particular survey contained a r6comnendation requiring $150,000 

for spare parts. The high ccst resulted from the fact that only 

a few of the required parts were available in Singer stocks, and 

a few more could be obtained from Japanese sources. However, to 

place all machines in operation th?t were inspected would have 

required complete fabrication of most parts in the 21 since these 

parts are no longer manufactured nor are the patterns in exist- 

ence for the antiquated machinery still in use in Korea. 
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Industrial production becomes a fantastically involved 

-affair in a Ltitcd weak ticonomy. Coordination of effort must 

be developed to an unusal degree. Ye cannot make a uniform in 

a sewing plant unless we have power. The power is not avail- 

Fable without coal, The coal cannot be delivarzd unless trmsport- 

ed by rail frcm supplies delivered to a railhen?.. Crjal cannot 

move to the rail&ad except by bucket conveyor and unless mined 

by the miner, TherefoE, if we omit a miner's head-lm? or a 

stove bolt in a coal bucket from our prcgrm, the ROKA does not 

Set the uniform intend& irrespective of the amLunt.of cloth 

we havti laid dawn in Kcrea. 

Development of industry in Korea is not a ho;?eless or 

impossible task, It is a difficult one , >rinarily because it 

gust start from scratch with the simplest and mcst basic necessi- 

ties. We can make socks in Korea only becausti of UN su:Jport, 

su;>ervision, technical assistance, leasding, guiding, cajoling, 

and demonstrating. Thu sock making will discontinue without our 

continuing detailed su;;port and supervision. Actually, making 

socks is a major accomplishment. More intricate en:: items will 

roquiro much longer. 

Vested property in South Korea is a major stumbling block 

to expansion of Korean industry to meet additional logistical 

requirements of ROKA. Over 160,000 pieces of real estate are 

still controlled by the Government End used for political ends. 

Textile production could be expanded with introduction of some 

minor textile machine parts. However, since most of the govarn- 

ment owned mills are operating in some f<ashion, we are faced 

with disinterest in the inclusion of additional p?rts in our 

progra;n. Competition with the Government by rehabilitation of 

privztc industry is not too greatly desired. Monopoly is the 

accepted industrial organization and makes ;>rogress at times 

exceedingly difficult. 

- 



UNCLASSIFIED 

6 first and foremost rcquircment for incrl;astid >rc:uction 

is power. The power shortage in Kcrea must be rcsolveci some 

time. The Jacona has been producing essential su@emental 

power in Korea since World Var Il. It is costly to opcratc -.nd 

offers no germanent solution. 

3hen establishi= our requir*>mcnts for ROKA from the ROK 

economy there is no particular segrlent which can be considered 

alone. Korea is an agricultural country, Its normal exports 

are food grains, tungsten, graphite, and some low ;ra.de ores, 

A balanced economy - imrorts and ex;3orts - would require exL30rt 

of almost one million tc,ns of grain ?t the ;2rdsent time. Korea 

cannot permanently exist free and democratic with a trade deficit. 

Development of industry should be coordinate? itith the trade 

demands of this area of the worl?.. S0ious <islOCati::JnS n9W 

exist. Butiminous coal was available fr;m Sakhnlin and China 

prior to World War II. Jai;an cannot ;Troduco Korean rcquir+ 

ments in addition to its own, Similiar basic ;lrcbltins ari;: 

actually presented in the i?apor, fertiliztir, and metal industries. 

It may appear ttfar-fctchedtl to consider fertilizer in connect- 

im with support of ROKA. However, no fertilizer results in no 

cotton or no grain and n&n the ROK soldier finds htilself short 

his ration or his clothing. Ccntinueticn cf the ;>resznt ROK 

,nroduction for ROK!! is b*:sic~lly dependent on iur su;:;;ort, 2-l y 

subst?ntinl increase in production will rcquir\: a co,&ete 

evaluation of the entire ROK economy, basic rehabilitation and 

new construction. Tr?ininS and education therefore are essential 

for the simplest tasks. 
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and other aem'oers of the Unified COJI land .ilission, 
i'd r‘ and its faciljties are available to assist you in your efforts. 
In that co.,nection, there is a 5th 1F head,ucrters in Taegu adjamnt' 
to 8th f-r-my headquarters, GenerF.l Erburton, \:ho is here today, is '* 
in co,timand of this headquarters. 

There are.four possible locstions in thti world for, controlling 
centers of po;fer. They are on the east' and west sides of the two 
continents in the i 'orthern tiemisphere: A,orth i.:nerica and Auresia. 
One of -';h?se locstjons northwestern V.3. and south~sstern Canada, 
is -not 0 center of >oraer for verjous reasons such es the mounttiins 
that fringe the coast. These locctjons are determined by the rela- 
tionshipg of land masses and oceans at a median latitude, The South- 
ern Hemisphere is eli8Jjnattd from consideration becsuse it does not 
contcjn enough land et. the :,Tpropr; atti latjtudes, 

The centers of power in control of the bvorld todry rest in three 
cVrtts. 'ihesc Fr?c's are: (1 ) iiortheastern 'njted StAtis, (2) Europe . 
and (3) Jrp~.~ , Forec :nd .orthcast&n Chin:. They ore all in the 
SEZI~ l:titudjnsl belt :ihich jtclltd:s Tokyo, Fekln:,, Shnngh:i, tvosh- 
ington, Chjcogo, :lew York, 3erlin, London, F:.ri.s :nd OSCOVJ. Iti 
js th;sL lf~tj.tudes th?t hsve tht clj-Ftjc conditio=ls that are necess- 
cry, rccordjng to studjes that have b,en .nede, for tha greatest n~r,an 
physic51 E-d .:lznt:l t,biljty, ih,: c-ntcrs of poI.:er in the world his-. 
torSccclly hcvc grcdur:lly .mov:d northward for f: pzrjod of :.bout five 
thousand y;:rs, :nd tli;y 'have.ilo~ ~0.1~ to r..:st bee, usz further north, 
th; clim:t is too cold. 

Kor2~ is often thought of is c. d3.st;nt 212.~ of little inPort, 
jri~t this country is right jn th: Lniddl, of one of those thrte groat 
po\;cr c; ntGrs. ;ior th:.t retsop LA) jf for no ot,ler, w shouid look 
upon Kortc r-rith very great int,rest. ir, thi long r:ngt; view, 
E:ssuminr ';lt: v:cnt thz &public of Kor,c tc ri.I:.in on our side,. WL' 
should b,: willing to put into KorL,r ::ort th:n :.:;; Lxpcct to g?t out, ' 
in terms of trcde or dollcrs, for some time to come. 

Tht commission hcs h ,rrd ?ony rG;:.sons ~:hy I:ort;a i.s not now self 
-supporting, but she js not goin; to story tiz:.t <J&Y. It ~411 prolobly 
t: k, cpiit;, :. vrhii, for th,. &:a;;. to t:'kC: pl:.cd, hoW,v,r,, ,QOS~ of the a 1 
vt 1.1; t 0 2s ;nd the. ?vorld of her lot-tion is y-t; to bc rc;:liz,d. &-A 
crnrot justify th, ixistc;ncL df London -nd i\jLv, York OIL the bcsjs of 

* bLlrnc-d physitc:l exports rnd imports, Duo to th,ir locctions, thby: 
hrvc contributed far mori to the. world through thl;ir m,nt: 1 ccuwn ; 
th:n th;y h:vz by Lny, jndustriis fs agricultur, :nd garm;nt m~ki.ng. 
Tl-,F, s:.inti thjng js tru> of th_ othbr grt:lt cltj.,s :na :rtns inthbsc 
thr ;' pow&r ccntUrs. Th,.y ~ri: f:r from wholly supported by :Jhc.t : i 

th;.y ccn prti ucc out of the ground or .?:nufoctur,, k:uch of thoir ' 
strength :nd vrlu~ CO-X s fr~.com~n~.rct,~ gov,rrn,nt, zduortion, the 
pro?Jssions :nd v:rjous scrvjccs. .' 

I 
' ; Th, ti;conol;lic structure of th;: Lorld tod: ,r is org:.nizsd into 

rjh:t might bo crllod primcq, s\-cond:,iy :.nd t?:rtj:.rj industri,,sr T ha ,-; 
prjm:ly industriLs my b;c dLfin,d -s r,grjcultur;, ?or:stry :nd fish- 'i 

i ing; th, s:cond:.ry industri;s :'s mr.nuf:-cturing, mining Lnd building ;. i 
thi t;rticry jndustri,s, which : r< found in hightir proportions in : 
rdv:Alc d cour3trj.i.s, pcrticul:rl: th- iJni&d St:tis, includ, thi sbr- : 
"1 c-,s, commt;rc L I trtnsport End jllt:ll,ctuLl fitilds such ts tht; pro- _ ) 
fLsspions, ;ducrt ion :-nd gosvcrn:n,nt, ..s 
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Tht: t:rti:;ry <ndustri:-s contribute most-to t:-ic, cdvcncement of 
./ civilization end tht- culture of the world. That is why the Inited 
', StEt;s Ss a world lerdtr :nd that is why othtir grtat nations have 

lad. The; have;; gotten into this third area, have gotten a goodly 
,, portion of their effort up out of the primary and st;condarJ arcas, 

. Korea is goint to b< there some dcy moki.ng contributions roughly 
proportional to her size as compcrid to the rc;st of the Asir.tic 
power center. 

_ 
' L.J uring th2 sessions so fcr, I have frequently noted the words 

"sovtireign" snd "indepcndcnt" in reference to Korea. Of course, we 
a.11 subscribe to the use of those words. Howevtir, the United States 

I' has gone around a big corner in her internationrl affairs, and the 
overriding phrfst today is 'collcctiv; security' tnd our country has 
made several arrongzments wjth ' collective Security' as thi dominant 
factor, the first of thcsc: being subscription to the. Charter of the 
Unilxd Gatjons. &!h pcct has put linitrtions on our sovereignty and 
independence. We hove willingly er$ered int6 them bccz'use the days 

I of independent rnd sovereign r&ion during war pri: gone fortxtir. 

-. 
e s:ek conc.,rt:d rction, End I understand thct it is the mission 

of your group to rerch cgr sc-qents with-he &public of Korda wherbi 
joint actjon will bc to the bsnefit of both psrtit:s. 

I mention tL:st points with diffid,:nce 2nd in the hopa that consid- 
ercti.on of them by both sides will contrjbute to the succes of your 
mission. 

From the cSr point of vi LVI, the southern half of Korea i.s of 
' high importance to the E':.r Lpst Air Forces, the Far Last Comcand, 

Japan, the United .8ations Command end the United States. Japanese 
policy, for txc lest hundred years and probably much longer, has 
bscn to have a friendly Korea. She has fought several wars to imple- 
ment this policy, ond we arc: fighting one todsy tc the szme effect. 

The ndver,t of the E-irplnne greatly increased the nocessi'cy for 
this policy. The vulnsrability of Jnpcn to air attack increases with 
every mile that an enemy :dvtnc-s down the Korern Peninsula. Conversely, 
advance up the Pcninsulc increased the nulncrabilit> of China, Man--- ' 
churi.a end Asirltic hussin. 

'P/e heve seen Communist Chjnp's reactj.on to cdvrric<s toward the 
Yclu, end Communist Chin? undoubtedly jnterven:qd with tht, full suppoti 

of the USSR. The dispositions arxl employs:nt of thi: Communist Chinese 
land and air forces in T'orea Rnd Zznchurin show that the enemy has 
abandoned, for ten months at least, the attempt to push u's out of KGree? 
The enemy is doy:gedly maintaining s land front under most unfavorable 
conditions while his aircraft almost wholly restrict themselves to an 
.outer defense of the &.nchurjrn border 2nd the t!;in conmunicctions 
link with the USS? thru Xpnchuria. 

I 

In peact;- ~,nd wer, the eir base system ~hjc; WL' have developed 
and are developing in Korea is a vcluable asset to the security of 
the United States position in the Far East, 7:'ith minimum maintenance 
it should be usable for :nany years to -come* It is modern and has 
been developed for Jet circrrft, in lsrgc part. The airplane has gone 
around its big corner for some time to come, 

' , 
I have taken more time than I should have becnuse I know you 

want to learn about concrete car srrsngements in !Lorea. I will conclude 
these remarks by saying that the Air Force of the Rewlic Of Korea ,' 
hcs proven itself in b:,ttls. 

Please lot file introduce ajor Bacon, Plans Officer in the Fifth 
i-jr Force, who will put some meat and bones inside the skin I have 
stretched. 

.* 

. 
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' 'AJGR BACO"T 

1. Durin:, the three day period immediately following the 
outbreak of hositilites, the Flepublic of Korea ALr FijI'ae flew a 
total of seventy-three combat sorties and drooped two hundred 
seventy-four Korean made bombs. Hp?roximately fifty percent of 
these sorties nere made by moon13 ght and results fndicated four 
small bridges destroyed, three vesT;els destroyed, besides killing 
an estimated one hundred twenty enemy personnel. \ 

, 

2. On 26 June 1350, Far East Air Forces then deployed on bases 
in Japan, the Ryukys, Philippines, and Guam and charged nith the 
respons%Wity of air defense of the Far East, carried the air way ' 
to Korea. On 2'7 June, United States Air Force aircraft destroyed 
6 enemy aircraft in the air, and on the 28th, Far East Air Forces 
conducted attacks .on targets in the MUNSON area drom airfields in 
Japan and Guam. Similar attacks were continued daily, until on 
24 July 1590, Fifth Air Force in Korea nas established as a major > 
operational command of Far Zast Air Forces. From that date until 
the present, Fifth ~5.r Force has maintained its headquarters adjacent 
to that of the Eighth Unj-ted States Army in Korea, and deployed its 
units in such a position as to maintain operational effectiveness 
in accordance with its assigned mission. 

3. At the outbreak of hostilities, forces available to Far 
East AirForces for the conduct of the offensive war, cons?sted of 
6 fighter bomber squadrons, 
bomber wing. 

2 light br-mber squadrons and one medium 
Today, the offensive force of Far East Air Forces \ 

employed in the air Rar of Korea is as follol:!s: 
r 

CHART - TACTICAL WITS (Tab A) 

I 
CI-LiiRT- WIT DE?LOYMEN (Tab B) 

4. Assuming a familiarity l:gith the tactical situation which 
has existed throughout the campaign, and the fact that United 
IJations Forces have yo-yo'd back and forth, the entire length of 
Korea, we may then discuss the development of air facilities. 

5. During this conflict, Far East Air Forces have developed, 
in varying degrees, 31 airfields in North and South Kr\rea. Zany 
of these fields were only intended as temporary sites from which 
to stage air operations in a rapid& changing situation. The 
majority of these have since been abandoned and returned to the 
rice paddies from :7hich they steilmed. A few fields were in North 
Korea, nhich have of course been lost to the enemy. None of these 
have over served a useful purpose to the enemy, since we have 
continually denied their emploment to the Chinese Air Force. -I 

6. Far East Air Forces today maintains a system of airfields 
located and developed so as to be of inestS.mable value to the 
conduct of offensive and defensive operations in and from South 
Korea. 

CHART - AIRFIELD DEVELOPIEM' (Tab C) 

and 

CR&&T .I - HIWIELD FsCILITIE$ (Tab D) 
1. 

3. 

" j. : 
; ‘, 

I 



7. ' Ilany of these airfields are developed as major operating 
bases, 7;;ith complete facilities for sustalnod operations. Those 
selected as sites for the conduct of defensive type operations 
are developed accordingly, r-iith medium lengbh runways designed to 
accomodate.interceFtor t:vpc aircraft, ;:hereas those specifically 
earmarked to support offcnslve operatj.ons have ?een developed with 
longer runways to facilitate take-offs vdith tremendous ordnance 
loads. Interspersed throughout the system are accomodations for 
such other activities as reconnaissance, troop carrier, cargo, and 
rescue operations. d'e are currently engaged in the development 
of three nen airfields, 1ocatt:d c,nd designed to provide an even 
greater capability7 for the conduct of offensive and defensive 
opelrations. Those arc located at iSAI1, CHOWIC6.' , shD CRWG-JU. 
'of the airfields were developed as an interLm measure during a 

Many 

fluid situation. They served their purpose well. Others are now 
maintained as surely emergency and standy bases. Several are 
maintained as doveloped, solely to support army requirements for 
resupply and air-evacuation. It should bc borne in mjnd that thl~sa 
airfields are not ncccsearily 1ocat.d at oqtimum Fositions in Korea. 
T&rain, cost of development, and the availabilS.t:r and value of land 
had played an importan Dart in the solcctj.on of' sj.t~,s. “any of the 
airfields were former Japanese air bases. Thcso have in man:' casrs 
been expanded to accommodate modern jet and bomber aircraft. 

8. An examination of the cost of developing one of these air- 
fields may reveal to you a portion of its value for any negotiatory 
purposes. Accurate cost data incidental to the development of 
these air facilities is not immediately available. Total 
expenditures for airfield develoqment must include estimates of such 
items as freight, and in many cases the distribution of military 
labor cost has not been specifically charged to a particular 
installation. 

CHART - L.~TI!%TLD COLT OF GSk1T AI?BASE (TAB E) 

9. Our analysis of air fncil?.ties in Xorea is incomplete un- 
less we consider headquarters installations, and the most essential 
off-base aircraft control and warning sites as well ases for 

i 

navigational aidS and mcteorloricnl services. I 

10. Currently 1-o arc masntaining an advanced operational 
headquarters in the Cit:? of Seoul, Zorca. This headquarters is 
housed in buildings which wre formerly occupied @ the medical 
school of Seoul University, It is ifiocated direc$ly across the 
~~;;trc~;~ Headquarters, Eighth.Uqitod States Army in X!-Lrc;: 

e maintain our adm:nlstrative headquarters In similar 
facilities*in the City of Tae;iyu, Korea. There again, located ' 
adjacent to the rear headquarters of Eighth &rmy, 

11. The aircraft control and :-Jarning sites that I mentioned a 
moment ago are a vital asset, both in the: conduct of currwt 
operations and as an integral part of the air defense strstem -z;hich 
could be used in the defense of Xorea against future acts of 
aggression. During an armistice,, one of the Frimary missions of 
Far East Air Force would be to provide air defense for the United ; 
Nations Command'and the Republ!.c of Xorea. It -Y:~I-? be impossible 
to execute this mission rithout the retention of all existing radar 
sites, and the possible addition of others. To graphically portray 
the capabilities of our existing aircraft control and yearning system, 
I have prepared this chart to illustrate the extent of Early 
liarning coverage and the sites which are requ5red to achieve it. 

CHART-AIRCRAFT COlTRCL AID iAR1flUG Ccv"rsIAGES (TAB F) 

The majority of the equipment located at these sites is transportable ', 
but not necessarily mobile, This is because mobile equinment has not ’ 
boon readily available and because the terrain is not suitable for 
its em?lo:rlllent? r!ost of the sites are situated on the tops of ,) 
mountains, inaccessible by road, The equipment has been transported, "':f 

L,, 
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by Korean labor usj.ng the familiar A-Frze: 

, 
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12. To date, Far Ea;t iiir Forces has, to a large cstcnt, relied 
u?on C!. Mh Army to provj.de sites and facilitj-or; for the location 
of airfields and other installations in acccrdance *:lith Far .East 
Air Forces~ requirements. This mission,has been assigned to Eighth 
United States Army in Korea by General Headquarters, as incidental 
to Army logistical support of Far East.Air Forces operations. Under 
guidance furnished b, -7 Eighth United States Army in Korea, Far East 
Air Forces has refrained from tiking any agrccmcnts for base rights 
at these sites, since thcsc agrecmcnts might be construed as an 
S.ndicction of our intent to pay for land and facilities thus 
acquired. 

13. \!hile undoubted1;7 the real estate used in developing airfields 
is of value to tho agr!.cultural economy of Korea, the value of 
these airfields, as current177 developed, will prove to be of great 
value to the Republic of Korea, both as a military asset for defense, 
and a civil asset for the growth and develocment of civil aviation. 
Some of these airfields 1~j.11 undoubtedly not be required in either 
case, in the period foll.o~~l!.ng a political settlement of the iSsueS 
at hand. The value of the land on which the aircraft control and 
warning sites and other navlgatSona1 aids are sftuated is unknown. 
Any agreement made dur!.ng the war should provide for the acquisition 
of property and facilities as required for the conduct of , 
military operations. 

14. Thus far in our discussion, we have confined our comments 
to the activities Bf Unitc:d States and United Nations forces in 
the Korean conflict. -:e have touched ?iefly on the activities of 
the Republic of Korea Air Force in the early &aces of the liter. That 
same organizat%on, which oas ready to meet the threat of aggression 
with a pitifully small but nevertheless effecti.ve force, h&s today 
demonstrated its ability to conduct effective tactical air operations 
in the aurrent conflict. 

14; Organized 1April 1948, :;aith only seven members, the Republic 
of KoPoa Bir Force was originally knovan as the Army Air Corps. 

16. During the period 1 April 1548 to 13 September 1948, the 
Republic of Korea Air Force grew in number until a total of 4.l-4 
officers and airmen was reached; however, no aircraft were akGable 
until 13 September 1548 when ten L-4 aircraft were assigned. Thj.s 
force was furthor augmented in December of 1948 with the receipt of 
ten L-5 aircraft. 

17. The Republic of Ksre a Air Force became indcpe*ndent of the 
Arv on 1 October 1949 and at that time had a total of twenty 
aircraft, and a personnel strength of eleven hundred officers and 
airmen. 

18, During the month of IIay 19X), ten AT-6 aircraft were 
purchased from the United States l:?ith funds contributed by the 
people of the Republia of Korea and so, at the outbreak of 
hostilities, the Zey.lblic of Korea Air Force was able to muster a 
total of twenty-tno aircraft. 

lo ,, Four hundred officers and men had more than three years 
experience in the field of aviation viith foreign countries prior 
to 1945. 

20. Early in July, ten F-51 aircraft were ferried from Itazuke 
Air Force Base, Japan, by Republic of Korea nir Force rilots who 
had had only two days tran+tion training, tir!.ving at K-2 on 2 July 
1950, combat missions were flown the next day, and enemy forces 
along the western front North of Taejon and South of the Han Wver 
were attacked, as nine+one sorties destroyed seven tanks, tnenty- 
five vehicles and killed three hundred sixty enemy troops, 



21. Yhen United Nations Forces landed at Inchon, the Republic 
of Korea Air Force moved North to K-16 and attacked the Pvongyang, 
Shiniju, Kange, and Anju areas. In forty sorties, forty vehicles 
mere destroyed and 50 enemy troops ;qlere killed. 

The 6146th Air Base Unit of the Fifty Air Force was 
b 

22. i 
organized on 27 July 1950 to support the Republic of Korea %r Force. 
The relativelv fen skilled technicians in the Republic of Korea Air 

i 

Force made it‘necessary for the 6146th to perform man supply, . . 8 
and operational duties for them. This organization ,L 

maintenance, 
hss been directly responsible for guiding the development of the 
Republic of Korea Air Force to its position today. L 

23. Originally, authority Ttifas provided for the transfer of ten j 
F-51 aircraft and the necessary parts, supplies 'and rcplaccment 
aircraft to maintain the unit at the assigned strength of ten air- 
craft. A similar authorization was made to maintain a level of six 
T-6 type aircraft on loan to the Republic of Korea Air Force to 
partially replace the ton aircraft which their government purchased 
from the United States and lost in combat. Later the authorization 
was increased to twenty F-5lts where it nou stands. 

CHART - REPUBLIC OF KORKA AIR FORE (TAR G) 
/ 

24. As I pointed out a moment ago, the Republic of Korea Air 
Force today possesses 35 combat ready crews T:Jith many more in 
training. Ye bclicvc they can now support 32 F-51 aircraft in combat 
and have recommended the authorization for issue cf<the 12 
additional,.and parts and replacements to go with them. This will 
place them at a strength comparable to a United States Air Force 
fighter squadron. The combat element of the Republic of Korea Air 
Force has done extremely well and have a definite contribution to 
the war effort. 

25. In addition to the activities mentioned as directly under 
the jurisdiction of the Republic of Korea Air Force, the Republic 
of Korea conducts weather forecaster and observer schools at 
TAFXXJ and operate s nine observing stations. Fifty forecasters and 
observers are currently undergoing training by the United States 
Air Force.. This will be of definite value to the United Nations if 
the Republic of Korea becomes a member of the United Na tions 
supported Vorld Meterological organization, which they should be 
encouraged to join. 

26. Support of the presently consitutnd YLepublic of Koroa Air 
'orce will continue to be in accordance with existing policies. 

27. The Republic of Korea originally contemplated a build-up 
to a strength of 300 aircraft. This has been revised to the 
atta!nment of an initial objective of one fighter Wing, one training 
aing, and a transport squadron. T8i.s requirement has been sub- 
mitted by the United States Air Force to the Joint Chiefs of Staff. 
To date, no decision has been made as to the establishment of a 
post war Korean Air Force. 

28. To date, se have made no committments vdhich might be 
construed as a United States Committment 'to underrrJrite a post 
Korean Air Force. 

29. Accurate records have been maintained for all items of 
equipment and supplies furnished the Republic of Korea Air Force, 
including the wages of all Air Force Personnel connected with this 
project, However, in accordance with current directives of the 
Air Materiel Command, all invoices and shipping tickets, togsther 
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with receipts ,for materiel furnished the Republic of Korea B!.r 
Force have been forwarded uncosted to the Air Materiel Command. 
An acdurate cost of all items of Air Force property furnished the 
Republic of Korea can be provided in timo, It should be noted 1.' 
that the United States Air Force only provides those items -,?hich 
are pecuP9ar to it, and all other common items of supply furnished , '.j 
the Republic of Korea air Force have been provided by the United !-,‘ 

,: states Army. ? 

. 
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FIGHTER BOMBER WINGS 

FIGHTER BOMBER WING 

FIGHTER BOMBER WING 

FIGHTER INTERCEPTOR WINGS 

FIGHTER ALL WEATHER SQ 

NIGHT INTRUDER WINGS 

TACTICAL RECONNAISSANCE WINGS 

FIGHTER SQUADRON - RAAF 

ATTACK SQUADRON 

FIGHTER BOMBER SQUADRON 

FIGHTER INTERCEPTOR SQUADRON 

FIGHTER ALL WEATHER SQUADRON 

FIGHTER BOMBER SQUADRON - ROK 

AIR SEA RESCUE SQUADRON 

AIR LIASON SQUADRON 

TACTICAL AIR CONTROL GROUP 

(6 SQS F-84) 

(4 SQS F-5 I ) 

(3 SQS F-80) 

(5 SQS F-86) 

(I SQ F-94) 

(6 SQS B-26) 

(I SQ RF-51) 
(I SQ RF-80) 
(I SQ RB-26) 

( METEOR ) 

( AD2 ) 

( F4U ) 

( F-9F ) 

( F3D 8 F7F) 

( F-51 ) 

(SA-I6 8r H5) 

(L-5 a L-9) 

(T-6 & C-47) 

FEAF BOMCOM 
3 MEDIUM BOMB WINGS ( B-29 ) 

,-- 
-NOTE: y INCLUDES I SQUADRON - SAAF 

NOTE: 2/ UNITS OF THE I ST MARINE AIR WING 
SECRET 
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- KOREAN AIRBASES 
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CURRENT AIRBASES 
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PROJECTED 
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FACILIT’X AT KOREAN ‘,IRFIELDS 

5 DAY STOCK 

NONE N 

366 55 93 27 
2.000 44,ooG 660 ’ 

PROPOSED 
“o00 HlGH INTEHSITY 

GCA 2 HWER LANDLINE TELETYPE 24 HR O6S 6 
2NNT SHOPS VHFlDF VHF/FM CW RADIO FORECASTING Y 

K-3 OPNL 5506 X 157 CM CONC F ILL TypEs To I HANGAR PIPE 62,500 G/W 90 2 45 2 UNDER CONS 624 LINE 6,000 20,000 1000 YED INTENSltY ““;H,;,“‘” VHF,;~E~W=RAD,O 24 HR 6 06s 
FORECASTING 

Y 

K-4 OPNL 4923 x la? CEM CWC G F-51 4 HANGARS c-47 32 9 I MNT SHOP 648 340 160 0 TEYP NONE TELETYPE 
VHFIFM NONE Y 

K-5 EMER 3640 x 116 GRAV F F-51 
c-47 10 6 IO 3 I MN1 HANGAR DRUM 0 0 NONE HOUER NONE NONE N 

K-6 OPNL 49SO x 100 PSP 6 F-61 
c-47 62 3 21 i I A/C SHED ,360 PIPE 

LINE 
6 ’ ooo 5200 0 YED WTEN6lTY HOMER TELETYPE 24 HR 06S 6 

VHF/OF VHF/FM CW RADIO FORECA6tlNG 
Y 

K-7 EMER 3625 X 100 ASPN p F-51 --vrvvny 
c-47 ‘---‘--‘--‘- NONE NONE NONE NONE N 

K-8 OPNL 9000 x IS0 CONC G G ASRI c-54 NONE 52 WnE 20 3 AK SHEDS x%6 560 3252 $ 20.000 6,000 2aoo o IGGH INT- GCA 2 HOMER TELETYPE MHRO666 
VHF/OF VHF/FM CW RADIO FORECASTING Y 

K-9 OPNL 6015 X ISO PSP G AU tYP2S TO 12 70 3 50 I MN1 S”OP 62,500 G/W I A/C SNED 129 460 2243 ‘,;FE Pa%& 3600 0 HIGH INT~S~ OcA “OUER LANDLINE TELETYPE 24 “R 066 a 
VHFlDF VHF/FM CW RADIO FORECASTIN Y 

K-IO OPNL 4326 X 150 PSP G F-51 I HAIlOAR 
c-47 122 6 33 3 I YNT 6HGP 542 763 1464 I A/G SHED TANKER l3.oOO 400 0 NED INTEN6,TY HOYER LANDLINE TELETYPE 24 HR O66 (L 

VHF/OF VHF/FM CW RADIO 16 HR FORECASTING ’ 

K-13 OPNL aooo x 160 PLANT 
MIX-PSP G 

ALL TYPES To 
92,500 G/W I63 6 35 3 , ~,~~Es,~~~R 915 2499 1791 rGy% 2,ooo PI+!& 910 ‘so’ QCA 2 HOMER LANDLINE TELETYPE 24 HR 066 6 

Hl6H INTENSITY VW/OF VHFlFY GW RADIO FORECASTING 
Y 

K-14 OPNL 6200 X 150 ASPH G A6t5pL:z 2m 16 73 ‘I ;$cdg”,“. 3946 160 264 ;.“, 6.000 20,000 
2300 

6100 LANDLINE TELETYPE 24 WR OS3 a 
HIGH INTENSITY 6CA 2 Ho- VHF/FM CW RADIO FORECASTIN Y 

K-16 OPK 4500 x I20 
A6PH 
PSP G 

ALL TYPES ti 
02p.500 G/W 92 23 5040 1024 665 DRUM 2,000 1400 0 HIGH INTENSITV GCA 2 H(oyR LANOLiik TELETYPE 24 tiR 069 a 

FORECAStING Y 

K-18 OPNL 6000 X 100 PSP F 
F-51 

!oe 5 39 2 I HANGAR 
c-4, 4MNT SHED9 120 356 ONUY PR$$gl ,500 MED INTENSIP( “A -’ RADIO TELETYPE 24moasa 

VHFIDF VHF/FM CW RADIO FORECA6tINO Y 

K-37 OPNL 4335 X 140 A6PH 6 c-119 29 I4 404 TANX 
TRUCK NOHE NONE LANOLINE 

cw RADIO NONE Y 

K-38 EMER 27O0 x 100 6RAV G Y&F 5 2 DRUM NONE NONE NONE NONE N 

K-39 EYER 4000 X 3500 SOD 6 QSL yllll3 DRUM NONE NONE NONE NONE N 

K-40 OPNL 5246 X 670 SOD 8 
6000 x 570 SOD 6 c-54 PIE II It DRUM TEYP HOMER CW RADIO OBSERVATION 

TEAM ONLY Y 

K-41 WR 3200 X 100 GRAV 6 c-47 
LTD OPER 6 3 DRUM NONE HONER NONE NONE N 

K-42 EYES 3260 X 100 ORAV F c-47 
LTD OPER DRUM NONE NONE NONE NONE N 

K-43 EMER 3620 X 100 6RAV 6 c-47 
LID OPER DRUM NONE NONE NONE NONE N 

K-44 EMER 5400 X 160 EARTH P 
c-47 

LtD OPER DRUM NONE NOHE NONE NONE N 

K-45 EMSR 5700 X 140 GRAV F c -47 
LTD OPER 3 I DRUM NONE NONE NONE NONE N 

K-46 OPNL 4600 X 100 ASPH F F-51 C-II9 r9 7 21 3 I A./C SHED 566 I6 DRUM 2000 I600 ME0 INTENSm HOMER LANDLINE TELETYPE 24 HR 06s 6 
VHF/DC VHF/FM CW RAOID LTD FORECASTING ’ 

K-47 OPNL 4260 X I50 F-51 
6 OVERRUNS ASPH G c-119 (50) I3 (50) 6 I37 164 34 DRUM 35 YE0 INTENSITY HOUER LANDLINE OBSERWlTlON 

VHF/FM CW RADIO TEAM ONLY 
Y 

K-50 OPNL 4377 X 120 DEI GRAN G F-51 C-47 
C-54 (LTD OPER) 6 3 ’ ’ DRUM I50 NONE NONE NONE NONE N 

K-51 EMER 4000 X 150 GRAV CLAY G c-47 5 2 NONE NONE NONE 068 TEAM 
WORKINQ WITH ARMY ’ 

K-52 EMER 4200 X I50 GRAV CLAY G c-47 

SECRET 
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ESTIMATED COST OF OSAN AIRBASE 
I. LABOR s 1.50 PER HR/PER MAN 

I BATTALION -60 WEEKS AT IO HRS PER DAY (I000 MEN) 

Il. MATERIAL 

/-- 

A. PSP (2,600,OOO SQ FT)- 55B PER SQ FT 
B. CEMENT (213,000 BAGS)-$1.25 PER BAG 
C. ASPHALT (200 BBLS) -$ 35 PER BBL 
0. AGGREGATE (QUARRYING FOR FUEL & MAINT ONLY) 

$2 PER TON X 1.2 TONS/CU YD X lOO.000 CU YDS 
SUB TOTAL 

IKBUILDINGS 
400 BLDGS X 3000 SQ FT PER BLDG X $3 PER SQ FT $ 3,600,OOO 

$ 6,300,OOO : 

$ I ,8 I 0,000 
266,000 
5 74,000 

240.000 
$ 9, I90,000 

IYUTILITIES 
A. ELECTRICAL SYSTEM (INCLUDES $90,000 FOR RELOCATION 

AND POWER TO BASE) $ 240,000 
8. WATER SYSTEM 40,000 
C. SEWER SYSTEM 30,000 
0. POL I 80.000 

SUB TOTAL $ 490,000 

-Y EQUIPMENT MAINTENANCE 
BASED ON 3.5% OF TOTAL INITIAL COST OF EQUIPMENT 

OR $ 2,900,OOO s 101,500 

EQUIPMENT ATTRITION ON s z,goo,ooo FOR 60 
WEEKS AT 31% BASED ON 4 YEAR LIFE 898,000 

25% PER YEAR 

SUB TOTAL $ 999,500 

GRAND TOTAL $ I 4,280,OOO 
NOTE: NO CONSIDERATION GIVEN FOR LAND, FENCING, ACCESS RAILROAD 81 ROADS, 

-. 
/ COST OF DRAINAGE, PRELIMINARY PLANNING COSTS, ETC. 

SECRET 
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ROK AIR FORCE 
ORGN 8r PERS AUTH Ek ASGD 

HQ 
HQ SQ 
“^>T FTR WG 
20 RECON GP 
IOOTH AB WG 

: AIR ACADEMY 
80 TH AIA MAT 

r; 40TH QM DEP 
: 60 TH COMM GP 

50 TH AIR WEA GP 
70 TH AP GP 
AIR GEN HOSP 
“,P ACT UNIT 
801ST INSTL SQ 

TOTAL 5800 5326 

AUTH 
414 
280 

I436 
573 
688 
600 
352 
275 
244 
210 
280 
I56 
212 

80 

TRAINED TO DATE 42 
COMBAT READY 
IN TRAINING 

SECRET 

COMBAT CREWS 

ASGD 
430 
320 

II28 
406 
615 
754 
310 
160 
248 
I55 
350 
193 

212 
45 
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i 

3 -. i't the present t!.ne in the war situation, you are providing 

certain logistic su,port to the E3K 1.jr Force, do your dirtictives 

provide that during a perjod of fr!nistice , should one be obtained, 

7 
, 

you can continue to provide the same support, or do you feel you can 

do so durjng the period-of actual fighting? 

i 

1 -. e are allthorjzed to contjnue the present support during an arm- 
, 

istice. 

Q, cut you cannot increase that support? 

1 . Ho sir, 

Gr . :A> YdL : Do you require some sort of assurance for the use of 

bases in Korea, above and beyond the current UL operations in horea? 

1. . Yes. The strategic value of South Korea is obvious. Therefore, 

any right of reentry or the rjKht to retain military forces in Korea 

js a matter to be resolved at the Governmental level, The require- 

ment is obvi OUS. 

. i 

j 

1 

; 
\ 
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Prepared by: Ccl. D. F. Euchwald 
Deputy G4, EUSAK 
9 April 1952 

I. GENERAL: 

Military Policy has been to securs supplies, facili- 

ties and services from the ROK eccncmy for the obvious 

savings in shipping, time, money, men and the assistance 

to the ROK economy. The most plentiful ccmmcdity is 

labor. Its employment has permitted the 8th Army to 

operate with considerably less service tro,>ps than were 

found necessary from past experience. 

The following Installations have been secured from 

the ROK thru the G5, ROKA: 

kirports 

Office bldgs 

Warehouses 

Tracts (l-775 acres) 

Hotels 

Dwellings 

Railroad yards and 
sidings 

Schools (l-59 bldgs) 

Landing sites 

Ports with facilities 

Factories end com- 
mercial type bldgs 

Fire staticns 

Bus terminals 

Army installations 

4 

66 

70 

142 

25 

171 

ll 

=4 

7 

4 

42 

9 

2 

15 
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Race tracks 3 

Theaters 3 

Hospitals 3 

Miscellaneous bldgs 173 

Total 864 

Occupaticn in forward areas is by preemption. Rear area 

real estate is secured through assumption and understanding. 

The princilx,l Facili.ti.es _.I_ --.-- available and employed by the 

Uii are: 

KHR 

Ttle;,hone \~ati telej;raFh lines (after repair by the 

U.S. of nqlact and war &maze.) 

Cables 

Fishin: boats (sm~lcyed by G2 personnel) 

Utilities available are: ---- 

Electric systems (3 power barges supgAy much of the 

iqut) 

'Xater (Inchon, Seoul, Yongdongpo) 

There is n:) reimbursement other than supplies and 

trocp labor which have been supplied in rehabilitation of 

these utilities. 

Su::;:lies ;:rocured in the past include: 

Lumber; nails, @,rie; &e fittings; paper products; 

reinforcing steel; bldg hardware; electric equipment; putty; 

clay prz.,ucts; and miscellaneous housekeeping supplies in 

small amounts. 

Quarried rock, sand <and gravel 

Trees (Division areas as required; rear areas as 

permitted by Headquarters 8th Army, as military 

necessity 

Coal 

Km - cogqxr, brass, small rail spare parts, and 

miscellaneous rail re$acements for rolling stcck. 

2 
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Salt fish 

l?resh vegetables 

Red pepper, soy sauce, pepper mash and bean mash 

Cigarettes 

Ice 

Stationery and office supplies 

Chigas (flA-framesrl) 

Chop sticks 

Rice straw bags 

Spare parts 

Spare parts 

Spare parts 

Spare parts 

Packing and 

Typewriters 

for 

for 

for 

for 

and mats 

field range fire units 

gasoline lanterns 

bath units 

ccts 

crating material 

(Korean - 2 only) 

Printed matter (psyc war) 

Rubber stamps 

Bushings 

Bolts & nuts 

Springs 

Bearings 

Boxes 

Shackels 

Inner tubes 

Washers 

Wire 

Piston rings 

Bumpers 

Chains 

Chocking blticks 

Hinges, etc. 

Charcoal 

A! 
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Peat 

Glass 

Cement 

Services: 

Stevedores 

Pilots 

Ksc (75,000, etc,) 

UN Cemetary Services 

Interpreters 
I 

Laundry and dry cleaning 

Janitorial 

Salvage operations (brass, etc.) 

Secretarial, typists, clerks 

Operation of power facilities 

Psyc. war 

Barge and launch 

Cutting of felt insoles 

Amusements and entertainment 

Cold storage facilities 

Repairs and utilities 

Glove and mitten renovation 

Military construction and repair 

Arc welding for both units 

Uniform dyeing 

Ship repair 

Rehabilitation of vans 

Road construction 

&pair of walking beams 

Bridge building and repair 

Repair of typewriters 

p 

UNCLASSIFIED 
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P 

Cutting of 3aper 

Printing of forfls 

Port and harbor improvement 

Others: 

Rare metals 

Ix. CO??CLTJSIOM: -- 

Many items can be secured more cheaply and quickly 

from the economy than from the States. It is more advan- 

tageous to use the labor available than to draft men and 

put the inhabitants on relief provided inflation does not 

result. 

j 
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Prop: I-d by: LT COL XD3 I- LOOS 
J,;,GH'I, UNC 
9 A;?rll 1952 

DISCUSSIOP? OF CI&M, JURISDICTIOI?, IIJST..i,L..~TI~X: 
UTILIZ'ITIOI: ‘*ND OTI-lXR F,,CTORS TO ES RXSOLVD BY 

The physical and geographic featuros of Korea, the 

politic.al, social and economic life of the people an;! their 

personality traits play an important part as bc.cki;rbund of this 

discussion. Hovzver, those subjects hnv, been or will be cov&cd 

by others, thcreforo, they OCR-: only note;?. hL?x. 

II. BASIS OF CO:;:WITS: 

In prc;3arin; this c?.scussisn, I h::va ha.'. to rely larc:;ly 

upon my rccollxtion of ~~prs which ~zss-~: cvtir my ?.<sk <luring 

4.5 years as Chief of the ForGi:n Claims Branch, JIGO, upon matters 

with which I c<ame in cnntxt in this common"., @on personal 

obsorv?tion in Korea, nnd u?on informal ?iscussions of claims 

mattxs with othtir officzs. Littl\: in thi \~'?y of ,docum<ntation 

has bGcn located, 

III. HISTORIC&: 

For thu ;xrposes of claims, the rzl?>tic,n of thz Unit4 

St^Ltcs Army to Korea may bti II:iviJ2d into f.ur ,wrioAs, namely, 

the pxiods of combat or martial law; the occq2ation immu:!i,?tcly 

followin; the surrcndtir of the Japanese; the fxmition of thtiRRe- 

public of Korea and the xithdrawal of Unit;?. Statds troops whtin 

KXAG reprcsentcd the Army intorest; ‘and the ;nsuing combat pcri:od 

of which this day is a pzrt. Cl-tims arisirq; Airing each p.xiod 

may be susceptible of c?iffcrent treatment so f-.r as settlement 

is concerned. 

Iv. (&J2is 

a. Claims arising; from comb3.t ?ro not susceptible of 

settlement in usual claims ?roce:'ures, exceijt ,?s one of the: 

parties thereto assumes such oblin?tion as was <lone in the 

PlhiliPpintis Rehabil.it-.tion ,'ct of 1946. During the ;xriod $ ;Id &, 

UNCLASSIFIED 
L 



. - * .-. -_.- --.__ ._, . .- - ., : 

UNCLASSlFlED ' 

of occup?tion joreign claims commissions accompanist the troops,, 

therefore, it is rti:?sonabl\: to assume the bulk of thti clclims 

,?rising -luring such g<rioA were sottlz~!. X&G had a foreign 

claims commission as a Tnrt of its org,anization. Howevtir, that 

Commission lost its ;2-cor?s due to comb?t; thertiforc, a 

question may arise as to whether certain claims ..!urinc this 

period wore actually sottlcC, During the perioi: 25 June i950 

to 

to 

date the Foreign Clr.ims Act hes not bean generally applied 

Korea for reasons hero?ftor discussed an< fzlv claims were 

settled cxccpt thnso arising cer+xain types of marine cnsualti~s, 

b. The Hermit Nytion, Korcn, divi&? as it is against ? 

itself presents some real claims probltins, first ::tuz to the 

four recent ;srio?s pf its nation,-.1 history (it ap:&rs thcrc 

arc some unrcsolvd: claims nrisin; fr;l,-n such pdriods) YZ 

secon:!ly, by rc?son of combat operation hain:; carritirl on by 

tht: Units,!. N,n.ticns Common'.. The ForGisn Claims 

,~~ner~-Aly applied in Kortia i'uti to the followin; 

tccIxica1 5fficulties: 

(1) The Unit& States forces in Kc,rtia 

Act has not beer: 

are ,a part of 

a laril;Gr f:jrce which inclu?.tis tactical, su;~~ly an' nc=:ical 

units of 0th.r nobzrs of the: Unit&I N-tions. The mission ;f 

the Unittic'. Stati;s forces is that of the Unit& Nations Common:?.. 
. 

Thcrcford, technic:.lly .-:t least, it apptiars that nil claims 

arisinG from activities of Unit& Nations troops in Korea should 

bc the rassonsibility of the Unit& Nations. The sps?zker has 

a vague recollection of a p?Ixr from the Depnrtm2nt of St-tc to 

the Department of thq cI Army which confirmed this theory, but 

the paper did not st?tc how such claims woulI bo pai. nor the 

source of the funds for such use. This ovtir-all conception 

should be tempered with the thought th?t there may be units, 

organizations or parsonnel in Korea which are not, in fact, a 

part of the United Nations Camman:!. It is not believe?, the 

mere fact the United Nations Colnmnnder is from the United Stntas 

maki:s that nation pecuniarily responsibla for all claims 

presentsd against the Unittid Nations Cm-ad, 

(2) PerSo~ei of othzr nations represented in thti 
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Korean conflict wear United St?tcs military uniforms, shoullcr 

patches of the United States divisions to which they are at- 

tached, nnl: they opurate United States vehicles an:: equipment. 

In fact, some claims may arise out of a joint cntdrprise 

particigat& in by United States an2 other personntil. The <if- 

ficult question here prosentGd is Who is the actual tort 

Feasor?" -- a dctcrmin?.tion of which is rcquirud as a condition 

precedent to s&tlemcnt of a claim. 

(3) Not only has the: Korean economy btien cdis- 

placed but so has its population. This condition not only 

provides a fruitful source of claims, but makes investtiation 

of accidents and incidents extremely difficult. To illustrate, 

I will relate a personal tixpericnco, On my last visit to the 

area, under darkness of night and blackout conditions I found 

myself crossing thG E?n River in a jt+. Following clos..Ay 

behind was a tank rotricv3r. It Cave one the fueling of rid- 

ing a motor scottcr in front of a locomo%ivi: an? of apprehen- 

sion, since comb-t :ILama,-a to the bridge ha< narrowed its 

roadway, ;it thti south end of the bridge was a larse Croup of 

Koreans attempting a r&urn to their fonaer hoads in Seoul, but 

g?eventcd from ;loinc so since their homes were than non-existent, 

tiy immediate thoughts wcrz, how can that monstrous vehicle pass 

through this millin;: mass of humanity under the conc?itions just 

described, without injury to someone? In event of injury, how 

will the driver know that such occurred? How, where and when 

ma3 the injured next be contacted? AccordinQy, it will be 

observeZ that conditions must necessarily stabilize before 

adequate investigations c9.n bc: accomplished and unless such may 

be done, the avenue of fraud remains ~&de open. However, in 

spite of the mentioned conditions, records are being maintained 

of accidents and incidents, and they are investigated so far 

as conditions will permit, It is the hope that these peptirs 

may serve as the basis for future investigation, if rcquirdd, 

or at least will provide a bulwark against fraud. 

(4) Enemy nations and allies of enemy nationals 

‘are excluded as claimants undtr the Foreign Claims Act. There 
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hwt3 cxist~i? pzio:'s p7hdn thti Zudrpilla. situ.-.tion an.' thl-;- 

co-mi.n&in~ of the enemy with the frien?.ly popul~e wc;uld make 

a determination !.f proper party claimant difficult. The genuine 

quality of the claim may even be contested. 

(5) Excepting the Pusan perimeter, as the fortunes 

of war favored either enemy or friendly troops, almost thi: whole 

,-- 

of South Korea has been a battlefield. Combat damage is not 

payable under the Foreign Claims Act, nor are such c:amagas pay- 

able exce,pt as an intcreste:! nation assumes such obligation, 

As the battle line becr?mc stnbilizsd to the north, the former 

combat area was transformed into Army camps, supply depots, 

hospitals and Aher installations requirtid in times of ,peace as 

well as war. Xth this historical 

that the devision as to what is or 

mDSt difficult. 

bn.ckgrounZ, it will bt: observad 

is not comb?.t damage will be 

(6) i&irnlty and maritime claims abound in port 

areas. Although many such clG.ms are the responsibility of the 

1Jilitary Sea Transportation Service pursuant to contract, there 

are many which remain Amy responsibility. These claims arise 

frm stevedoring damages in the lor?ding or unloading of ships 

,are cause? CL largely by the employment of unqualified or inexpei 

ricnccr! indigenous labor. This conditicn is unvoiclable since 

qualified prsonnel are net available. The cost of ship rapairs 

in Korea is less thnn in Jspqn and in Japan less than in the 

United States. It 

such repairs which 

to both countries. 

(7) 

is believer' that .an a.qreoment extending to 

may !X pc?rform2r? in Korea woulc! be beneficial 

Claims arising in Korea may be exp&X?d to fall 

Bzithin the following catsgoritis: 

(a) Traffic accidents. 

(b) Use and occupancy of real estate, cand 

for rtint and damages thLr2t.o. 

(c) Loss, dsmnge or destruction of personnel 

movable property located in such occupied real estate., 

=-=p- 
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(d) Destruction due to ctmbat. 

(e) Destruction due to hygicnce or health 

requirements. 

w :0cquisition of personal property, with 

or without a requisition or thti issuance of a receipt therefor, 

This acquisition may have becn within or without the scape of 

employment. 

(t;) Claims arising; out of employment of 

indigenous I?-bor both in fr.ont line or rear areas. These may 

be for Fcrsonxl injury or danth. 

(h) Xarino casualties. 

(i) ,;trocitias such as r.age., murder, robbtiry, 

theft, etc. 

(8) The settlcmtint of claims in Korea by the United 

States <an< not by other members of the United Nations Command 

~may not only h-tive the effect o f creating disunity but a tendency 

toward assorting liability ncainst th c: &ii&d States in any event 

regardless of who the rc=Q tort feasor my be, ,and Gue to circum- 

stances, this assertion may be har2 to disprove, 

(9) There are presently on file 1,297 reports of 

serious accidents or incidents. A very few of these reports may 

be considered IS intimated claims whereas the h?&.nce m>y give 

rise to claims at a later :?ate, 

v . INST'LXLTION UTILIZATION AND O!i!HER FACTORS TO BE RESOLVED BY THJ 

co1[E!IssIoN: -' - 

a . &fis subject ral?tes to the use an4 occupancy of real 

est,?.tc ia.nJ the claims arising therefrom, The real estate used 

includes tillable and non-tillable la&, urban, suburban, public 

utility, an! waterfront property. The major uses (exclusing 

that lying without combat ,a.r&s) include headquarters offices, 

billets, wharves anZ: Gocks, airports, communication, transporta- 

tion, warehouses, storzse spaces, hospitals and repair shops. The 
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types of arsas UW.!. inclnle hospitals, schools, universities, 

missions, churches, public and priv?ti: buildings, factories, 

railroad and waterfront facilities, and rice paddies. Many of 

these properties are char-it-!-Au institutions and in which may 

be found an interest by United States nationals, 

b. Three general ty;xs of acquisition will undoubtedly be 

encountered; nLuncly, that pro22rt y taken originally as a result 

of military necessity, for exzx@e, for or as a rtisult of combat 

and either released after coxb.-.t ceassd or retained after combat 

with no furthcr action taken to re,culnrize such occupancy; that 

property taken informally; and acquired through forAm procedures. 

Informal information intixztes that certain parcels of 1ar-L may 

have been obtnincc? by nembers of the United Nations Comrxnl other 

thnn the Uniter' StaLs cn? thrbuzh n.o form21 chznnels. r-ny 12Co.l 

liability imposed upon ;",? occupying comman-I will ultiii~-.tely 

depend upon the type of acquisiti!;n. A revi:..w of cocumnts 

relating to the acquisition of rdnl tist-.ti: in Korva lti:n& to the 

conclusion that the propx-ty is acquired by way of a &man< upon 

the 3X Army Mich n zgoti-ttis with thz owntir an:"; in turn furnish,:s 

the propxty to the! UnitA K-ticns Command. X:>p:rcntly few, 

any, ntigotiations are carritid on i!irxtly b&v,c;n thti Unit4 

Nations CommrinZ and tht: oB;ner, 

c. Claims arising frca the us2 ancl occupancy 

. us&ate may fall within thti following categories: 

(1) Runt or an amount for deprivativn of 

(2) Dq --= ~^rja~+s ovir and ab:,vo fair wear anI 

of r3a.1 

use. 

tear. 

if 

(3) Total destruction, for example, the burning of a 

building or the filling of a rice paT‘i:"y rcndarinC it unfit for 

further agricultural ?urpostis. 

(4) Lltxrnctions made by the occupant thich ren:ler 

the property unfit for the us e originally intended and wh;re the 

cost of mhnbilitation rtindzrs such action uneconomical. 
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1 c. Claims -rising from the use and occup<ancy of real 

estate which h-s b.,an scquirtid pursuant to a lease or contract 

are normally s?ttlcd in procurxxent chsnn~ls pursuant to the 

terms of such lease or contract. In sol instances, irregular 

or informal acquisitions havt: bc?on regularized an< resultant 

claims are sc;ttlad in the scame manner. However, when the property 

has b;;en apropriatsd a different situation exists, Tho occupant 

is cx-isiiierec? a trespasser and claims are settled ns a tort on 

a quantum meruit basis. Settlcinent of this latter catu.gry of 

claims precipitates the sa.zx grobltins as discussad previously 

in connection with the mc,re re@nr typ:s of torts. In aiiiiticn, 

title to or orncrship of the >rc:sorty becomes more important, 

as ~also the questions, when was it occupi&, by whom, and for 

what purpose? If the property was used incident to combat, 

thcro is no tidi.?te le&?l authority for scttlomxt of claims 

arising from its use. If its use was in support of a Unittid 

Nations mission, again, it is Selicved. the responsibility for 

claix should be that of the United Nations. 

VI. It has prdvious1.y bzan suS@sted that the settlement of 

claims in Korea may be a United Nations responsibility. Recogni- 

tian is given to the stxtus cf th-.t body en:: the possibility 

that there may be certain menbors who woulc! not be able or desire 

to finance such an undertakin;. In event such suggtistion is 

not :',eemad feasible or practical it is alternatively sugg<stzd 

that an agxement be ma<:c with Korea in much the s<me manner 

as the Ldnd Lease an< Reciprocal Aid aLreemcnts were made with 

many foreign countries at the conclusion of World Phr II. Those 

agreenents, although relating to Gthtir matters, provikd, in 

substance, that the country would settle the tort claims presented 

against the United Statos in consideration of the lend lease 

supplies and services furnished.. The folkwing considcraticns 

cornpcl that su;gcstion: 
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a, Unite2 Stnt.>s p;rs:;nr,c;l will bs permitt2.l to leav;: 

thz ccuntry at p-n ;jxy'l;r ,: -‘,-.ti: following th& cC:ssnticm of hostilitid 
. mstti-'i?'! of b&n;: cmpclld to remain b,;hin? for the purpose cjf 

m.ttcr 16ll SC ccvcrti,< in mot%cr brief. Hoxdvzr, the results 

cf this thoft an? pilfcrn~:c: fine': their my int3 the civilizn 

econrmy nnc':, in fxt, mi..'xicz th.:rc=f cc".n be seen on every hxd, 

The Unit.9 St:tds losstis to Korti-., b&g SD oxtmsiw, skim.13 

net be ignord in the i'mdo~rLmxt of my ~gxcnent rdating, to 

Cl?"iw, 

- 
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Fin:lly, ;entlanan, thti question remains, whn,t ?d.ll 

bd 2 cnc -hut t,hd cl!,irzs yuostion in wznt no z~rddmnt is 

executcc: with Korw? Plans ?r3 in pre2paration to ri;quest 

tha Cmm.n~Lr-in-Chief tz authorize claim tuz.as fc\r thr: 

invdstig2ti.m and przcdssinz of cl2i-m arisir,g from United 

Sixtc;s xtivity in Korw. .wd f;r the tist.:Llishmmt of such 

fomign cla.irns cormissicns as nay be require.' to a,zke s&t&- 

nent thLreof. Hcwvcr, it ;,:ust be thoroughly uncl.crst:J& 

that these p1m.s <o n;t ;?,s yd, ham cmm+-? zpprmal 2nd 

intorvcnin~ circur.:st~accs r.1a.y qrisc which woul:: rmko such 

plms irnprzcticablc. 

9 

UNCLASSIFIED 

- 



UNClASSlFiED 

Prepared by: LT COL GZURi) I?. CROOK 
JA, GH2, mc 
9 April 1952 

.'~1~INISTRATIVE AND BASE RIGHT ARRANGEMEHTS IN THE 

REPUBLIC OF KOREA FOR UNI'I!ED N!~TIOUS FORCES 

-;> 9 +$ +$ 35 3; 3; >A 3: ',$ +$ 4: 2,s 35 35 3' + ;$ 4' j$ 4: 3> 

In formulating an estimate of the Civil Affairs situation 

in Korea for the purposes of this discussion I have been influenced 

largely by personal observations made during a seven months period 

betwclen July 1951 and February 1952 while I was serving as a 

Judge Advocate with the 2nd Infantry Division in the combat 8rea. 

It is, therefore, necessarily limited to. conditions prevailing 

at that time in a part of the country over which our armies 

have maneuvered and fought during the: past twelve months, an 

area generally north of the line SEOUL-CHUIXXON-:jONJU. Further, 

much of it is based on casual observations and informal discus- 

sions with those more directly concerned with Civil Affairs 
I matters than I. 

I 

/ In the combat area proper, the areas of responsibility of 

the divisions on the line, thbro has been, theoretically, a 

complete evacuation of the civilian population. Actually, in 

spite of the almost complete destruction of towns, villages and 

farms, the peasants and towns-people tend to infiltrate to their 

former homes as soon as the lines move forward so th2.t the more 

enterprising members of the civilian popuktion can be found 

trying to reestablish 'thzmselvcs within twenty to twenty-five 

miles of the front, a situation that brings tham in contact 

with kmy and Corps units and the rear echelon troops of the 

divisions. 
. Outside of the toV;ils, farms arz distributed v:idely wherever 

arable land can be found. Many small villag-s and single farms 

are located in practically inaccessible valleys and on hilltops 

connected with the main ro2ds only by foot trails. Once the 

tide of battle passes, the inhabitants of such remote places 
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probably seldom see a member of our forces, Howevlzr, those 

who live along the main routas and in the towns are subject to 

the full impact of the military activity <around thcmr 

Physically these people are rugged and capable of endur- 

ing many hardships. The Korean countryman with an rrArr frame 

is able to carry heavy loads for miles over rugged hill trails 

that tax the stamina of battle conditionzd troops. The Korean 

survives on incredibly little in the way of food, clothing and 

shelter, but while he is able to live in a primitive fashion 

hti is quick to improve his lot at the expense of the Army when 

there is an opportunity to do so. They have grl=at rtispect for 

authority and, though they react well to kind treatment, they 

interpret softness as weakness. They accept disaster and 

cruelty in a mttor of fact manner, and have few compunctions 

about inflicting cruel and inhuman treatment on othdrs. The 

great majority profess no religious convictions yet their 

standards of morality are reasonably high and in court they 

make accurate and truthful witnesses. While they have a rather 

poor reputation among our peopla for honesty, I found that with 

few exceptions the Koreans u-ho work...;d in our headquarters as 

houseboys were completely reliable. It is obvious th?.t enormous 

quantities of military suppl.ies have been divtrtad by thtift and 

black market activities from military channels since the war 

stnrtzd but the blame for this cannot be placed entirely on 

the Korean civilians. 

During the first six months Lf the war our troops frtiqudntly 

showed little discrimination in their treatment of enemy and 

friendly Koruans because in the confused fighting it was often 

impossible to distinguish bctw:en friend and foe, Since then 

many of our men have made little effort to conceal their conttimpt 

and dislike for the country and its people. How,;ver, the degree 

of friendly cooperation we continue to receive from the average 

Korean is remarkable. At division level I can not recall -:. .. 
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hearing any serious complaint from our Civil Affairs officer 

or from the general staff regarding the willingness of the 

local authorities and the ROK units to do everything in their 

power to advance the common cause. 

LIy section handled many cases involving ugly crimes of 

violence, murder, rape, robbery, aggravated assault;s committed 

by soldiers against Korecan civilians. I was repeatedly impressed 

by the fact that the victims, if living, and their families aided 

in the prosecution of the offenders without exhibiting the 

rancor or resentment towards the Army as a whole that might have 

been expected. As an offset, I am convinced that the Koreans 

are grateful for our defense of their country and for the many 

small benefits they have received from the troops in their midst. 

In the forward areas our relations with the civilian population 

have been the least of our problems. Developed over many months 

on an informal practical ad hoc basis they appear to meet the 

requirements of the moment. 

To sum it up, the people of the Republic of Korea have shown 

a willingness to accept the conditions imposed by the necessities 

of war. The government, at least at local level, together with 

the ROK Army, have also, in general, been cooperative. There may 

be some question as to whether this attitude will persist after 

an armistice. Once the immediate threat of invasion has passed, 

the sense of dependancy on our forces may diminish though it would 

seem that the Koreans, as a matter of self interest, would continue 

to display a friendly, helpful attitude during the reconstruction 

period. 

However, the lack of an agreement to regularize these re- 

lationships may pile up trouble in the future. 4 basis should 

exist for compensating people promptly for drunages suffered not 

only as a result of the criminal or negligent acts of our forces 

but also stemming from sots done on grounds of military necessity. 
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For e3zampJ.e) in order to control black marketing <and prostitution 

of to dove A health hazard, or as a military security me.asure, 

Koreans living in the imtnediete vieinity of Army installations 

have, in some instances, been fd&ed to evacuate their homes, and 

their houses have been burned. Though the act has been one dictated 

by military necessity, it may not be so directly connected with 

combat operations as to eliminate entirely any basis for pecuniary 

liability. 

The use and procurement of real estate by the UN Forces in 

Korea has recently been the subject of a proposed directive from 

this headquarters to the Eighth Army which seeks to regulate the 

acquisition of land and buildings in the Army Service krez, This 

directive by its terms excludes from its operative the territory 

north of Corps rear boundxy. Land situated north of a line 

running roughly due East from Seoul through a point ,a little north 

of YOXJU, is considered to lie in the combat zone to which the 

directive does not apply. This line of demarcation appears to 

be a ressonsble one for the purpose in view of the fact that 

due to the topography of the country and the restricted road 

net divisional installations must frequently be located as far 

as seventy to eighty miles in rear of the front lines. Regardless 

of distance to the rear such orgznic parts of nn infantry division 

g2s its personnel, IG and JA sections and its quartermaster and 

engineer supply points, bezr such a close functional relationship 

to the tactical units that they must be considered as parts of the 

whole. The same may be said of Corps or Army instQlations such 

as rail heads, and ammunition supply points which support a 

division. Their location and displacement is governed primarily 

by the requirements of the tactical situation, If the combat 

units are shifted from one place to another these administrative 

and logistical elements m,ay also have to move quickly, The time 

required for compliance with elaborate procurement procedures is 

normally lacking under such circumstances. Further no rational 

distinction can be drawn between the damage done to a rice paddy 
/' 

by preparing it for the installation of a Corps or Division FOL 
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dump, clearing station or cmaand post and that caused by digging 

in a battery of artillery. All are parts of an htegrated @ombat 

organizhtion, operating in <an area Where normal civilian activities 

have been brought to an end for the time bohgi 

To the south of Corps rear boundary, mili.taPy activity must 

be dar&ed on under entirely different conditions zhd must be fitted 

into the pattern of the life of the country rather than supplant it, 

Here there is time and the means to regularize and control the X- 

quisition of real estate by our forces. However, to the extent 

that the Unified Conunand decides to compensate the owners of pro- 

perty requisitioned or damaged by the military, such compensation 

should be paid on a government to government basis with the owners 

receiving remuneration from the I?OK Government. In many cases 

much time will pass before the identity of the real party in 

interest can be determined, and the Armed Forces should be re- 

lieved of the burden of deciding conflicting claims of title or 

interest advanced by RI)K nationals. 

In addition to covering procurement and claims matters it 

will be necessary to make adequate provision for all the rights 

and privileges that our forces will require in order to prosecute 

successfully full scale military operations, kt the present time 

the tq.ctical situation may be a stalemate but there is the ever 

present possibility that a large scale offensive may be undertaken 

at Lany time by either side, If one occurs, our responsible com- 

manders should have at their disposal all the wxilable resources 

.of the country and with reference to the local population the right 

to exercise the full powers if a commander in the field in their 

areas of responsibility. They may not have to exercise such powers 

but their right to do so, if necessary, should not be open to 

question. 

The success of any cffensive or withdrawal will depend upon 

the aailcrbility of an adequate road net, Authority to deny the 

use of existing roads to civi.lLan traffic and to refugees, the 

power to freeze the population in place during an emergency and 

++=&$- UNCLASSIFIED 
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to take whatcfter other measures may be necessary to accomplish 

his mission L&nd to snfegutrd the security of our forces ought 

to be reserved in the final analysis to the comander of the UN 

forces as long as the war continues. Likewise the right to Ye- 

quisition materials and labor should be preserved: qerience 

has demonstrated th?t military operationd in the mountains 

require large numbers 'of lfChogiesll to maintain supply ti fotiard 

areas, During one action lacrt f;all when sufficient Korean laborers 

were not available fo* the project, an entire infantry battalion 

was required to hand darry munition during a twenty-four hour 

period in order to br&g up enough to permdt <another battalion, 

which was making an attack the next day to fire its supporting 

weapons for approximately fifteen minutes, Large numbers of such 

laborers are essential to carry supplies where roads do not exist 

and to construct and maintain roads and bridges along the main ; 

supply routes. 

Even during periods of comparative quiet, communications 

facilities to include priority use of roads and railroads must 

be at the dispos4 of our forces, Exclusive control of port, 

warehouse and depot areas should be retained, Finally, exclusive 

police <arid court jurisdiction over the members of the UN forces 

,uld persons accompanying them should rest with the commanders 

of the respective national components. 

In ?rc.ctice, as long as the ROK police and law enforcement 

agencies are willing and able to exercise efficient control over 

the civil population in are::s occupied by our forces, there is 

no necessity for our diract intervention in local police affairs. 

Individuals who are P. threat to security, spies and enemy agents, 

now are apparently dispo,,-. nod of with satisfactory dispatch by ROK 

agencies. Our own counter -intelligence activities appear to meet 

no impediment. However, the measure of our ulttite authority in 

areas actually subject to the control of our forces should not be 

impaired at this time. 

I 
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The proper expression in ;z form-1 agreement of the rights 

::nd privileges that should be .?,coorded to the UN Fzrcss by the 

PLOK Government to meet their requirements in ,zn active theater 

of operations mny, possibly, conflict with certaih politic?1 and 

diplomatic considerations. Iis we have recently seen in JZ~XI, 

Orient21 governments are highly sensitive with respect to con- 

tr?ctual arrangements which zffect whxt they consider to be their 

sovereignty. And the weak government of a country whose citizens 

hr.ve strongly nationalistic feelings but who are conscious of 

their inability to mczintzin their 

without foreign support is likely 

on this point. 

position 3s sn independent State 

to be psrticulnrly sensitive 

The political I:nd ,military factors catrolling in the Republic 

of Korea todcry brings tc. mind the s smewhat similar position of 

France in 1944. Prior tc: D-D<>y the prospective Civil Affnirs 

Officers who were being ;?repsred to ~comp~~y the invzsion force 

were told that there was considerable doubt 2s to whether the 

French people would welcome us as Allies or display ~1 hostile 

attitude. There w23 also 2 serious question 2s to how well the 

French Committee of Nntional Liberation would be received. It 

Is, therefnr, interesting to note th?t while the AgreeLlents on 

Civil Affrzirs in Frr,nce entered into by General tiisenhower as 

SCAEF with Genernl Koenig in 1944 recognized the sovereignty of 

the French people 2nd the .-.uthority of the French Committee of 

IJrtionnl Liberrltion zs the tempornry government, it WCS explicitly 

provided thst the Supreme Allie Caaa>ndcr, hzd the right to take 

whatever measures hb: Je _ r -ened necessary in the forw>,rd zone for the 

prosecution of thz -a::r. 

These r~.:s~~;*ve~': powers never had to be exercised fully in 

France, or in the 3fh9:. :'_;stern EuropeFen c3u;:tries with which 

we had agreezents r)f like tenor. On occasion, however, in certain 

Brews near the front where close control of the civil population 

I 



had to be exercised as an incident of combat operations, the 

French police and authorities carried out the desires of the 

US commahders without friction or repercussicns; It is believed 

that with appropriate modifications the wartime French agreement 
. 

may suggest formulas which will meet the requirements of our 

forces without doing viclencc to the political factors that 

must be taken into consideration. 

The post armistice period may pose some 

When and if the fighting stops it is unlikely 

special problems. 

that the military 

position will be greatly altered for many months. Initially 

troops of the United Nations will, in all probability, remain in 

their present positions, h&Jing them in strength until there is 

good reason to believe that hostilities will not be resumed out 

of hand by the launching of a sudden enemy attack, The general 

concept appears to be thnt later when it is considered safe to 

reduce the forces on the line, the bulk of each division will be 

withdrawn scme twenty miles to the rear and the forward positions 

then manned in reclucad strength by the rot&ion of regiments be- 

tween the line and the reserve areas. 

Reverting tc the real estate problem it will be accentuated 

rather than alleviated by such a development. In the narrow 

valleys through which the main supply routes run the cLamps re- 

quired to house approximately two thirds of an infantry division 

will occupy most of the usable land along the road for a distance 

of fifteen to twenty miles. UsuA.ly the only suitable camp sites 

in these xalleys are found on the most desirable farm land. Such 

a di$position of troops will necessarily deprive many Korean 

farmers of their best rice paddys and upland fields, In effect 

this massing of troops a short distnnce behind the border will 

create a military belt some thirty to forty miles wide across 

the peninsular; a zone in which military interests must remain 

paramount and civilian activity be severely restricted. Many, 

if not most of the former inhabitants of these areas will not 

be able to regain possession of their land for another eighteen 

months or more. 
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S[t is also anticipated that great difficulty will ba encountered 

in ma&&&g. good discipline and morale along the troops during this 

period. In a country devoid of any but the mcst primitive recre-- 

ational possibilities, with troops living in tent camps during the 

tcrrid Sutntllers and bitterly cold winters without the spur of a 

combat mission to perform, the exprtnsion of training and Special 

Services facilities will become an imperative necessity if the 

Army is to maintain its combat effectiveness. Unless sufficient 

np?ropriated funds <are re.zdil$ av,ailable the commanders will have 

to look to local resources tqmeet their requirements. 

The situation will ,also necessitate the imposition of effective 

police measures to suppress prostitution and the drug traffic in 

places frequented by UN personnel. Even under present conditions 

there h.ave been instzncos where enterprising soldiers with the aid 

of interested Koresns have attempted to improvise houses of ill fame 

within a few miles of the front. Prostitutes of the lowest class 

appear to operate freely in the rear areas. The Korean authorities 

have been far from successful to date in effectively suppressing 

either prostitution cf the narcotic trade. There may be a question 

as to whether they have any real interest in doing so. Unless our 

military authorities are in 8 position to take effective mensures 

to control these two evils in the vicinity of milit%?y areas, the 

strength of our units in Korea czn be seriously imp&red by the 

inroads of drugs and venereal disease, 

'Thou@ a cessation of hostilities will reduce materially the 

consumption of supplies, the support of our forces will still require 

the transportation of huge tonnages under practicxUy the same condi- 

tions as now exist. The Army will continue to require substantially 

the same logistical nnd communications installations, facilities <and 

priorities as it is now using. 

It, therefore, appears reasonable to assume that the overall 

requirements sf the UN forces in Korea will net be greatly changed 

UNCLASSIFIED 



by a termination of hostilities. ConseQuently, the measure of the 

rights, pritriieges and immunities that -should be secured for our 

forces in Korea duping the period fofiowing an ,arrGstice znd their 

e'ventuni evacudtich wilZ be subskntially the s,os;le as that required 

by them for the prosecution of active military o2erztixIs. 
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Prepared by: LT. CCL, HARLOS V. FIATTEE 
G-4, GEEQ, UNC 
9 April 1952 

NON-MILITARY AID FOR KOREA 

1. My remarks will be concerned with the supply 

of non-military aid for Korea and will deal specifically 

with logistical hplementation of policies of the United 

Command for operation of this Civilian Aid Supply Program. 

The information to be presented necessarily falls into 

two distinct categories. These are: 

first, supply action procedures, and 

4 Second, status of supply actions against 

established Civilian Aid Program requirements. 

2. As a matter of background information, the fol- 

lowing policy provisions are pertinent: 

a. Army is responsible for supply for direct 

relief in Korea and for the provision of other categories 

of needed supplies which serve common military civilian 

purposes. 

b, If supplies required to accomplish the 

assigned mission are not otherwise made available, the 

Army has both the responsibility and the authority to 

effect supply. 

c. The Civilian Aid Program includes the pro- 

vision of supplies and equipment for the prevention of 

disease, starvation and unrest, and for minimum con- 

struction in support of the military objectives of the 

United Nations. 
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d. Civilian type items for commonmilitary- 

civilian use to be tiilized solely or partially bythe Army 

are not a part of the Civilian Aid Program. Such require- 

ments are a military requirementand are satisfied utiliz- 

ing military supply procedures. 

e. Civilian type items for Republic of Korea aiJi- 

tary forces are considered amilitary requirement and are 

not a part of the Civilian Aid Program. 

f. Supplies and equipment required in the Civilian 

Aid Program are secured from the following sources. 

(1) UNmember country donation 

(2) Issues &m US military stock 

0) Procurement with US appropriated Civilian 

Relief and/or Eilitary funds. 

(4) Procurement with US appropriated funds 

made available to the Department of the Army by the Eco- 

norrdc Cooperation Administration. 

3. Logistical implementation of these policies takes 

place in the form of supply action against established 

Civilian Aid program requirements. The procedure for determi- 

nation and establishment of Civilian Aid Program require- 

ments has been outlined previously by Colonel Love of the 

G5 Section. 

4. The supply action procedure for the Civilian Aid 

Program is a highly centralized one and is closely controlled 

by the Department of the Army. Au supply actions are indi- 

vidually approved by the Department of the Army through a 

system of supply authorizations known as PART PROGRAMS. 

5. The established procedure for effecting supply 

action against a Civilian Aid Program requirement is as fol- 

lows: 

a. A request is placed on the Department of the 
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Army for issuance of a part program authorizing supply action 

against the stated requirements in the form of procurement 

action and/or Supply from Stocks by either the Department 

of the Army or Par East Command, as appropriate. The 

determination of the source of this procurement is dependent 

upon availability, comparative cost in different areas, and 

urgency of the need for the specific item in Korea. This 

request to Department of the Army for issuance of a Part 

Program follows a standard format and is similar to the regu- 

lar overseas requisition form wed in military supply pro- 

cedures. The chart here shows the outline of this format. 

(See Chart 1): Note that the Column headings provide for 

the tabulation of pertinent information concerning the 

requirement; This information is: 

Column A - Item No - The line item No. of each item 

included in the request for 

Part Program. 

Column B - Nomenclature - This is the description 

of the item required. When 

procuranent is to be made by 

Department of' Army, detailed 

specifications are included 

here. 

Column c - Requirement Period - Stated here is the 

period during which the item 

is needed. 

Column D - Unit - This is the unit of measure of 

the item concerned such as 

each, bottle, long ton, etc. 

Column E - Unit Veight - Here the unit weight of 

the iten is stated, if the unit 

as stated is other than weight. 

3 
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Column F - Requirement Level- Here is shown the 

quantity of the item needed dur- 

ing the requirement period. It 

includes the amount to be con- 

sumed plus reasonable reserve 

quantities. 

Column G-On Hand - Here we show the quantity of the 

item currently on hand and avail- 

able to supply against the total 

requirement. 

Column H -Due In- Here we show the quantity of 

the item in process of procure- 

ment and due from suppliers 

which can be utilized to apply 

against the total requirement. 

ColumrlI- To Be Consumed - In this column we show 

the quantity needed for con- 

sumption during the period in 

question. 

Column J - To Be Programmed - This is the quantity 

needed to meet the total required 

amount after application of 

on harri and due in against the 

requirement. This quantity 

is arrived at by adding on 

hand and due in together and 

subtracting this total from 

the total quantity required 

during the period. 

Column K - Remarks - This column includes perti- 

nent information such as pro- 

posed source of procurement, 

estimated costs, and desired 

phasings. 



UNCLASSIFIED 

For purposes of illustration, we will take atypical example 

of a request for Part Program and follow it through on this 

chart. (Follow example through on Chart No. 1) 

6. Upon issuance of a Part Program by Department of 

the Army, procurement acticn is initiated. 

a. In this connection, Part Programs issued by 

Department of the Army covering Korean Civilian Aid Supply 

Requiraent are consistent with pertinent Department of the 

Army Regulations concerning identification and markings of 

civilian supplies furnished recipient countries under foreign 

aid programs, These regulations provide for a system of con- 

signee combinations, including code numbers for recipient 

couhtries, the code number for the supplying Technical Se* 

vice, axl the numbering system for approved Part Programs. 

Consignee combination applicable to Korea are SUN, SK0 end SEC. 

SUN designates UN member donations 

SK0 designates appropriated Civilian Relief and/or 

military funded Civilian Relief Supplies 

SEC designates US appropriated, ECA funded 

Civilian Aid Supplies 

(See Chart No. 2). This chart illustrates the system of con- 

signee combination designations (Explain chart). 

b. Consistent with this prooedure, DA issues a 

Pa& Program authorizing supply action. (See Chart No. 3)* 

This chart is a blow-up of a typical Part Program issued by 

DA (Explain Blow-up), 

c* Xf the item is to be procured by DA, the appropri- 

ate army Technical Service initiates supply action, keeps 

Commander in Chief, Far East Command informed of the status 

of availability of the item and forecasts shipping arrival 

of this item in Korea for supply against the stated require- 

ment. Japan Logistical Command, the Logistical operating 

5 
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agency of Far East Command, calls the item forward, when avail- 

able, for shipment to Korea from the appropriate overseas 

supply division at the US port. 

d. In the event that the Part Program covering this 

item provides for Far East Command procurement, procurement 

action is effected by Japan Logistical Command, The Logisti- 

cal operating agency of Far East Command, and the item is 

shipped to Korea for supply against the stated requirement, 

when available, and when called forward by Eighth Army. 

e, In planning supply action against established 

Korean Civilian Aid Program requirements, due consideration 

is given to procurement lead time. Under present conditions, 

the average lead time required for laying down Civilian Aid 

suppl&s in Korea is 6 months (180 days). 

7. In determining the quantities of specific items to 

be procured for supply to Korea against established Civilian 

Aid Program requirements, the maximum utilization is made of 

UN member country donations by application of available 

quantities of donated items against requirements to reduce 

the quantity to be procured. In this connection, established 

procedure makes it possible for profferred contributions by 

UN member nations to be passed to CINCUNC fordetexxination 

as to whether or not they can be used. In reverse, Commander 

in Chief, United Nations Command can indicate a requirement 

to the Unified Command in Washington for the purpose of 

soliciting contributions, 

8. This chart (See Chart No. 4) illustrates pictorally 

the procedure for effecting supply action against a Civilian 

Aid requirement for Korea. (Point out procedure on the blow-up 

chart from estimated of requirements to call forward of a 

requirement by JICOM and/or EfiSAK. 

UNCLASSIFIED 
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9" Necessarily and logically, military supplies have 

priority of movement to Korea. Experience indicates that the 

principal limiting factors for shipping Civilian Aid supplies 

to Koreaare: 

a. -tations of port capacity for moving these 

supplies through Korean ports in quantities required, and 

b. Limited distribution facilities within Korea, 

10. So much for supply action procedures. 

IA. With reference to the status of supply of the Korean 

Civilian Aid Supply Program, the following information is 

pertinent: 

a, From the inception of the program on 1 October 1950 

to 29 February 1952 approximately l,OCO,COC LT of Civilian 

ReLief and Aid supplies valued at approximately $llO,COO,Oa, 

have been shipped to Korea. This inc&udes supplies from 

all sources, that is UN donations, plus US funded SK0 and 

SEC program supplies. 

b.. During FY 51, approximately 364,ooO LT of 

Civilian Aid Supplies valued at $43,107,COC were delivered to 

Korea. As illustrated by this chart (See Chart No. 5), the 

FY 52 requirement is materially in excess of these amourks. 

As a matter of information, the source of origin of these sup- 

plies delivered Korea during N 51 is as follows: 

TOMagw Q Dollars 

SK0 (US appropriated Civilian 283,m 28,bQ,900 

Relief and/or Mil Funds) 

S%C (US appropriated EGA Funds) 2,000 117,500 

SUN (UN Member Country Donations) 79,000 12.388.600 

Tot&r 364,COO @ 41,107,000 

7 



32,. For FY 52, the results of supply actions against 

FY 52 requirements as of 29 Feb 52 is as depicted on this chart 

(See Chart No. 6). 

a. In Dollars, the 

Total Estimated Yearly Programmed Against Delivered to 
Requirement This Requirement Korea 

(w= > (has been) (Supplies 
valued at 
approximately: 

8201,fxO,t3OO 

(Including a pipeline 
of FY 53 Long Lead 
Tim& items) 

w73,~,~ 

(Not Including 
FY 53 Pipeline) 

$69,ooo,ooo ' 

b. The tinnages represented in this amount of money 

are approximately as fellows: 

Total Estimated Yearly 
Requirement Programmed Delivered Korea 

i- 
(is) (figairs t this require- (Against this 

ment is) requirement) 

1,234,000 1,200,000 636,000 

C. All items programmed against FY 52 requirements 

have either been delivered to Korea or are in the pipeline of 

procurement with very few exceptions. 

d. It is interesting to note that grain and 

fertilizer account for approximately 50% of the total estimated 

cost of the FY 52 year's program, as well as approximately 

5% of the total tonnages of ths year's program. 

e. In addition to the supply of FY 52 Civilian Aid 

consumption requirements, a pipeline of supplies against 

FY53 consumption requirements has been established. This pipe- 

line amounts to approximately 261,474 long tons of supplies 

valued at approximately $38,000,000. 

f, As this program of supply has gained'impetus, 

tonnages of Civilian Aid Supplies arriving Korea have increased 

materially each month. For instance, the tonnages received in 

8 ,' 
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Korea over the 3 month period, November, December, and January 

were: 

(1) November 95,500 

(2) December lQ3,8OO 

(3) January 151,500 

g. Civilian Aid Program Supplies in the process of 

procurement and delivery to Korea are scheduled to arrive 

Korea monthly for the balance of FY 52 in quantities in excess 

of 100,000 long tons per month. In additicn, the pipeline 

against FY 53 requirements has been established and the flow 

of supplies into Korea in the early months of FY 53 is assured. 

3.3. As mentioned earlier, items for common Civilian- 

Military use to be used solely or partially by the military 

are not a part of the Civilian Aid Program. However, we have 

an appreciable quantity of this type item furnished at the 

rear. These include supplies and equipment installedby the 

military to meet primary military need or responsibility. For 

example, railrxid rolling stccks, bridge CGIIStrUCtiOn, repairs 

t0 railroads, port development projects, simal COmJIUIi.CatiOnS 

projects, etc. In many instances the Korean Goncmy benefits 

from these developments, simultaneously with the use of same 

by the military. It is felt that certain residual value will 

be left within the Korean eccnomy from these developments. 

The present estimated value of these types supplies and eqtip- 

ment furnished Korea is approximately $65,000,000. 

us. ks mentioned earlier, supply action against project 

Civilian xid Program requirements has been effected in the form 

of a pipeline against estimated FY 53 requirements. This pipe- 

line includes long lead time items such as grain, fertilizer, 

cotton, cloth, raw wool, cotton yarn, blankets, socks, and 

underwear, and 3s valued at apprcximately $38,000,000. Phasing 

of this pipeline has been arranged tc effect delivery during 

Y 
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the early months cf FY 53 for supply against first half 

F'Y 53 civilian aid consumption requirements. 

15- In summary: 

a, Pertinent policy provisions applicable to the 

Civilian Aid Supply Program are: . 

(1) Army is responsible for supply for direct 

relief in Korea and for the provision of other categories of 

needed supplies which serve common military civilian purposes. 

;2) If supplies required to accomplish the 

assigned mission are not otherwise made available, the Army 

has bcth the responsibility and the authority to effect 

(3) The Civilian Aid Program includes the pro- 

vision of supplies and equipment fcr the prevention of disease, 

starvation and unrest and for minimum construction and recon- 

struction in support if the military objectives .of the United 

Nations. 

(4) Civilian type items for common military- 

civilian use to be utilized solely or partially by the Army are 

not.a.part of the Civilian Air Program. Such requirements are 

a military requirement and are satisfied utilizing military 

supply procedures. 

(5) Civilian type items for ROK military forces 

are considered a military requirement and are not a part of 

the Civilian Aid Program. 

(6) Supplies and equipment required in the 

Civilian Aid Program are secured from the following sources: 

b> 

b) 

(4 

UN member country donations. 

Issues from US military stocks. 

Procurement with US appropriated 

military funds. 

Procurement with US appropriated 

Civilian Relief and/or funds made 

:lO 
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available by the Economic Cooperation 

Administration. 

b. The supply action procedure for the Civilian Aid 

Program is a highly centralized one and is clcsely controlled 

by the Department of the iirmy. All supply actions are indi- 

vidually approved by Department of the Army through a systa 

of supply authorizations known as Part Programs. Procurement 

of Civilian aid Supplies is effected according to authorizations 

contained in these part programs and supply to Korea is 

completed by Department of the Army and/or FEW, as appropriate. 

c. The status of supply against civilian aid program 

requirements from inception of the program in October 1950 to 

29 February 1952 is as follows: 

PrOgWlmed_ Delivered to Korea 

$251,000,000 $llo,oco,ooo 

d. The total tonnages delivered to Korea repre- 

sented by this quantity of money is approximately l,OOO,OOOLT. 

e, All items programmed against Korean Civilian 

Supply Requirements have either been delivered to Korea or are 

in the pipeline of procurement, with very few exceptions. 

16. The matter of distribution of Civilian Aid Supplies 

furnished Korea under this program will be the subject of a 

separate briefing later by a representative of Army Eight 

from Korea. 

17. I will be available in Room 532 at your convenience 

to answer any questions in connection with the supply of 

Civilian Aid Requirements for Korea. 

THANK YOU 

UNCLASS\F\ED 
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COLOrc4iIIl ROBERT Cd Ross 
Director of Sup$.y, 
UXLCK 
9 tLpri1 1952 

DISTRIBUTION OF R.ELIEl? SUPELIES IN KOR!& 
************** 

The mission of the Supply Division of UNCxCK is to suser- 

vise the call forward, rece>tian, transgortetion, warehousinr, 

allocation, accounting and distribution of all relief supplies 

received in Korea. I wish to emphasize the word supervise as 

all supplies received in the did Program are receipted for and 

become the responsibility of the Republic of Korea at the end of 

ships tackle. This supervisory responsibility of UNCACK never 

ends from the time the suy,;?lies are received until they are de- 

livered to the final end user. Upon receipt of the items, copies 

of the ships manifest are checked against actual tallies of the 

items receipted for by the Korean Government and an availability 

notice of the sup&lies received Is sent by the Supply Division 

of Ul!TCnCK to the Korean Nlnistry and to the UNCACK sections con- 

ce med. Based on the current Fiscal Year Proqrtn, the require- 

ments as ap2roved'in the firm quarterly requirements and also 

the most 2ressinq needs of the country at time these items are 

received, a proposed allocation Is prepared by conferenoe be- 

tween the appro@.ate ministry and UNCACK section, This proposed 

allocation is then presented at the weekly meeting of the Central 

, Relief Committee. This committee, whose chairman is the Minister 

of Social Affairs of the Government of Korea consists of eight 

Kinisters of the Korean Government or their deputies and ei&t 

members of UNCACK including the Commanding General and seven 

Division and Section chiefs. Following approval by the Central 

Relief Committee., en Bllocatioa Letter Is prepared by the 

section concerned and sent to the Movements and Control Section 
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of UXC&K and to the Director, Office of Supply, Republic of 

I(0 rea. Because of the priority in Korea for the movements of' 

military supplies both by rail and water, arranzements for box 

cars and ships are actually made by the Chief of &ovements and 

Control Section of UN.XX. However, all physical handling of 

supplies is done by Korean laborers employed by the Office of 

supply* 

The Office of Supply was' set up with the inauguration of 

ECA or Marshall Plan Program in 1948 to handle all X& supplies 

sent to Korea. With the advent of the relief program and the 

phasing out of EC.&, the Office of Supply has taken over the 

handling: of all Civilian Relief in Korea (CIUK)J supplies. The 

Director, Office of Supply is appointed by the Prime Minister 

and holds a position comparable to that of a Unister of the 

Korean Government. The physical offices of the Movements ahd 

Control Section of UHCACK and Office of Supply are in the same 

building in immediate proximity to each other. The Office of 

Supply itself could be co-red to a headquarters staff. Its 

operating agencies are all contracting companies. Contractors 

handle the unloading of all CRIES supplies in the stream and 

transport the supplies bi lugc;rer to the unloading points. Truck 

companies move supplies from the piers and the unloading points 

to the warehouses. I wish to state here that all unloading at 

the piers is handled under direct supervision of the army. This 

is necessary to prevent any Interference with the rapid unload- 

ing and trans-shipment of military supplies. Warehousing com- 

panies store these supplies and forwarding companies handle 

the movement from warehouse to box car and coastal shipping. 

All grain and fertilizer ie handled from the dock to the end 

\ user by the Federal Financing Association (FJ'.a,)+ This chart 

-. (Chart #2) shows the 14 warehouses now under contract by the . 

Office of Supply. 



UNCLASSIFIED 

Several months ago UN&K was able to induce one of the 

largest known warehouslne companies to build 80,000 square feet 

of warehouses near Pier #2 in Pusan,’ UNCACKS actual contribu- 

tion consists Bolely in furnishing the basic building materials 

to the contractor at our landed cost price. None of our present 

warehouses are near a railway spur so we have an average turn- 

around haulage of 17 mfles for each truck load of supplies. The 

new warehouses, with excellent rail spur facilities will reduce 

this average truck turnaround to about one mile, a reduction in 

operating expense of 50 percent. These warehouses will be 

finished about the 25th of this month, , 

The operatiw esgenses of handline: relief supplies throu&- 

out Korea amounts to over a million dollars per month. This pay- 

ment is made from the United Nations Special~~count and is 

obtained solely from the sale of CRIK supplies in Korea. 

Seventy percent of all relief supplies arrive in Pusan. 

The balance is received at the four other principal ports - 

Inchon, Kunsan, Nasan, and Yosu. Due to the limited rail 

facilities and their priority for military carcoes, It is neces- 

sary for us to trans-ship 50$ of all relief supplies from Pusan 

by boat to the other ports for distribution threxxhout the 

Provinces, (chart #3) Distribution is effected by boat, motor 

coach, rail car, truck, bullock cart, "as frame and, for 

emergency medical supplies and movement of hatching epes, by 

airplane. The Office of Su,sply under supervision of UNCACK and 

in accordance with the allocations of Central Relief Comnittee, 

distributes these sugplles to the Provincial level and with 

assistance of the Provincial Relief Commit tee from the Provin- 

cial level down to the gun or county level. From the gun, the 

supplies are distributed to the various myuns or small villages 

at the expenses of the guns. Within the provinces, the field 

teams of UN%.CK closely supervises distribution of all relief 

supplies. 
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POL products are distributed to supply the civilian needs 

of Korea thru the Korean Oil Storage Company or KOSCO, EOSCO 

was set up in Korea by three International Oil Companies, Cal- 

Tex, Texaco and Shell, and is managed by an tlnerican staff of 

three civilians. Since all POL products are diverted from 

military stocks and ircorted by the Army, UNCaCK has only a 

supervisory responsibility over its operations. However, all 

monies collected by KOSCO are deposited into the United Nations 

Special &count. 

We are very proud of the supply economy exercised in the 

distribution of aid supplies. Because the Korean Government 

actually owns these goods, they take a muuh more serious view- 

point towards pilferage snd misuse than towards theft of purely 

UN Forces mill tary supplies. Our losses from all causes average 

less than 88, a record any similar military supply unit would 

be very proud to achievel 

UHCACK supervises the handling of three general types of 

aid gods to Korea. These categories are SEC, SK0 and SUN. 

rrctuaily these are shipping identifications and each requires 

a different type of accounting. SEC are the residual suPplies 

procured through E& or the Marshall Plan Program+ SK0 are 

the msplies srocured from ap2ropriated military funds for the 

prevention of starvation, disease and unrest in Korea. SUN 

are the supplies donated by other member countries of the 

United Nations besides the United States and those supplies 

contributed by charitable organizations both in the United 

States and throughout the world. This chart shows (chart #h) 

the comparison of the deliveries of these three types of sup- 

plies in Ho rea since 1 July 52. (Totals shown do not include 

POL products or coal) It is eqected that SEC items will be 

phased out com$etely by the end of June of this year. Actu- 

ally the SEC items are an orphan child res~jonsibility which 
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UbTCACK adoi,ted with the closing out of EGA shortly after the 

Korean incident started. At that time there were some 25 million 

dollars worth of EGA supplies ordered or enroute to Korea and our 

responsibility has been to supervise the warehousing, distri- 

bution and sale of this type of commodity. nil proceeds from 

the sale of SEC supplies are deposited in the Counterpart Fund 

which is administered by the State Department through the United 

States Ambassador to Korea. 

This chart (Chart fi) shows the breakdown of how all CflIK 

supplies are distributed as free relief or for sale. These 

graphs do not include the value of used clothing collected by 

American Relief in Korea, Red Cross, Catholic Welfare or any 

of the other 80 odd organizations which send supplies to Korea 

for free distribution, No iten sent to Korea which was donated 

by a private agency is ever sold. The items sold in general 

consist of raw materials for the rehabilitation of industries 

In Korea, such as raw cotton, raw rubber, weaving thread, fish- 

ing materials, abaca and hemp, and building materials; and sup- 

plfes which are individual consumer needs. The 1952 program 

contains a considerable quantity of cotton sheeting, soap, sugar, 

underwear and similar items essential to the local econo.v, 

Free .relief goods take ca$e of the refugees and the Destitute 

of the population. The very wealthy, as they do in every country, 

take pretty good care of themselves. The small wage earner with 

his very low wage scale and with the rising costs engendered by 

inflation, has an extremely difficult problem of maintaining 

himself and his family at the barest minimum standard of living. 

Originally the plan was to sell this type item at public auction 

and it was eqected that this would eventually find its way to 

the desired end user. However, it was soon found that these 

items were grabbed by the big operators, held by them in ware- 

houses and reached the general population only at extremely 

high prices. 



ks the result of labor troubles which we had at our own 

headquarters, It was decided to I;rrke an experiment, This was to 

sell these Items to our own laborers at approximately the same 

prfce for which they were beincr: sold at these public auctions.. 

P small store known as the Korean Em:,loyees Scles Store was set 

up by our Sales Section in conjunction :klth:the Qff%ce of Swy 

RISK. In addition to the items mentioned above, we were receiving 

a quantity of surplus P.X. and Army Comnissary supplies for 

distribution in Korea. Just prior to the inauguration of this 

store, It was found that the Prisoner of War Camp at Koje Do 

had over 600 tons of obsolete WAC clothing dating back to the 

time that Madame Sciaparelli changed the style of the uniforms 

of the Womens Army Corps la 1$&Z. This had been sent over to 

. Korea to clothe the female PCWs captured at the front, but were 

sent over in quantities in great excess to,the needs of theee 

North Fore@ and Chinese WAGS, These Items; with approval of the 

Departnent of Army, were transferred from military stocks to the 

CBIK program and have been placed on sale in the first of our 

Korean Employees Sales Stores, or as they are commonly called, 

mss l This store was inaueurated on 11 February of this year. 

On 1 Yarch, the store had sold 112 million Won or $20,000 worth 

of Roods. The landed cost of these items into Korea ~1s around 

$15,000. In the month of &arch, our initial Sales Store sold over 

495 million Won or $82,500 worth of goods, Over half of these 

sales are of items declared surplus or obsolete from military 

stocks. The success of the initial store was so great that five 

more stores are now in operation in the Pusan area, any or all of 

which I hope that you gentlemen will have the opportunity to visit. 

It Is our intention to increase the number of these stores as 

rapidly as the supply of saleable items become available. All 

monies collected from these EFS stores are deposfted in the United 

Nations Special Account which,,as I stated before, pays for dls- 

trlbutlon of all atd supplies throughout Korea. The United Nattons 
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Special Account also permits us to prepare sanitation and public 

health posters, bulletins and magazines, repqir hospitals, re- 

habflltate orphanages and assist in many relief projects for which 

no money is appropriated by the United States Government. Since 

1 April of this year, this fund pays for all indigenous labor 

employed by UNOLCK. 

The Quartermaster General of the Far East Command has visited 

our Sales Store and feels as we do that this is an opportunity 

to put military sur.@us into good use and helF defray the relief 

costs in Korea. You all know of the tremendous quantities of 

military stocks that were sold at the end of Wobld War II c1 in 

some cases for one or two oents on the dollar. We feel that 

these goods can be so&d through the Korean Illmployees Sales Store 

at 100 cernta on the dollar and In most cases a good deal more. 

We have recommended a program for the sale of eonsummer 

goods to support the United Nations Forces by counter-balancing 

the Won drawings of the United Nations, This would be separate 

and distinct from the aid program and sales operations Frevfously 

discussed, If we can put necessities on sale throufiout Korea 

in sufficient quantities to obtain Won by the sale of consumer 

goods to meet the needs of the United Nations, we have stopped 

this particular inflationary effect. Our experience ha6 been 

that for each dollar of selected aid goods sold, we oan get 4 

return of about 2 dollars worth of Won. In other words, we would 

buy cur Won at the actual market rate of exchangs rather than at 

the artigicial rate of .6,OOO to 1. It Is w personal belfef that 

the expenditure of five million dollars a month In this manner 

would go a long ways towards stopping inflation in Xorea. 

The sale of aid goods in Korea has other effects than just 

this primary one of stogping inflation (Chart #6). It will have 

a definite effect on wrovement of the standard of living and 

the morqJe of the Korean geople. A id goode brought Into Korea 

and sold are taxed by the Minister of Finance end this serves as 

additional revenue to the Government to help balance its budget. 

_ -@+ 1 ~~~~~~.qcrrlFI) .I . ..“I!. D..... 
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It is easy to farsee how thfs sale of goods till undercut the 

black market and help drive It out of existence, It will certainly 

reduce smuggling and illegal .fli~ht of capital vrhlch Is a Msjor 

item in Korea at the present time.. It will produce efficient 

utilization of our surplus military supplies throughout thls 

country and last, it has a definite Improvement on indigenous 

products. The Items recommended in thds program have been care- 

fully screened so they do not compete directly with lnd5genous 

manufactured goods produced In sufficient qnantities to supply 

the needs. Soap is a very good exas@e. This 8s produced in 

comparably small quantities in gorea at the present time but 

by the introduction of American laundry and toilet soap we 

haze caused Korean soap manufacturers to improve their product. 

Many other items would have the same effect, 

A word abaut the formulas we use for prlclne a&l aid goods, 

All products imported through the ECA program are counter-balenced 

by deposits by the purchaser Into the Counterpart Fund in the 

Bank of Korea. This price is hased on landed cost plus taxes plus 

handling charges. actually,. UN&&K has little authority other 

than supervisory In determining this price. kll other items are 

priced by agreement between the nfffce of Supply ROX and the Sales 

Section of UNCncX. h few iBans are prfced specifically by the 

Central Relief Committee when the initial allocation is made. 

One example of this was the sale of 189 Japanese made Nlsson 

trucks Sported last November. The price of these was set by the 

Central Relief Committee at 25 million Won or a little over $4, 

000 apeace at the exchange rate of 6,000 to one, Goods imported 

and sold to Monopoly Bureaus - tobacco and salt - are sold at 

landed cost plus handling charge. Since this is a government 

agency, no taxes are imposed as all profits from the sale of these 

goods go directly to the Republic of Korea.. Raw materials Is+ 

ported into Korea are sold on the baSlS of landed cost plus a 

handling charge of 5.3 percent, plus the required taxes, plus 
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25 percent of the amount of tax which the purchaser is required 

to purchase in government bonds, This Is converted into Won at 

the rate of 6,000 to one. All other goods iqorted in Korea use 

the following formula. The landed cost plus 5#3 percent handling 

charge, plus tax and bond, plus 75 percent of the differential 

between this sum converted into Won at &OOO to one and the 

open or black market price as nearly as can be determined. We 

have found that if we try to sell goods too much below the open 

market price, with too great a differential in price, the goods 

are immediately taken put and sold on the open market. However, 

if the cost is held down just sufficiently below open market 

price to make it attractive and yet hot attractive enough to 

cause resale, the Korean purchaser gets the advantage of the 

lowered cost and the goods go to the individ~ls for whom they 

are intended. We have found that where we have put consider@ble 

qusntlties of a certain item on the market, the black market 

price has a tendency to drop to compete with our own price, In 

this case we immediately lower our price by 10 percent. 

Gentlemen, communism breeds on the discontent of people. 

Inflation Is a weapon of communism. We feel that our sales 

stores are the economic combat divisions of the United Nations 

in the fight against inflation and henae against conmuni6~~ 

Do you have any questionsI 
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Prepared by: COLONEL ROBERT C. ROSS 
Director of Supply 
UNCACK 
9 April 1952 

CONCEPTION OF THE -3ECUIREXSNTS 
PROCR M IN KOREA 

The United Nations Civil iissistance Command in Korec:, 

United Nations Korean Rehabilitation Agency, ancl the Covern- 

ment of Kcrea are preparing overall long range plans for the 

requirements of thit ccuntry fcr the next five years. These 

slnns are b,ased on the over211 requirements within the Re- 

public cf KrJrea of n;lturA income, bud&etary limitations, in- 

di+ncus prLducts, znd expected import, ex&rt prcgram. Vith 

these long rsnqe pli-ns as a general background, the plans for 

a definite Fiscal Year begin at least a year prior to the 

start cf that period. All plans are broken dcwn into definite 

programs and each program given a. definite program objective. 

These programs and program objectives are developed by screen- 

ing the different requests submitted by various Korean Agencies 

both private and gcvernment~l, needs as developed by UNGCK 

teams, UNGCK sections and Government of Kore,an Ministeries in 

conjunction with the lcng range plans. Ge are of course handi- 

capped in our preparation of firm plans with the Republic of 

Kcrea due tc: our lack of firm an:! positive information concern- 

ing funds which will be appropriated to support the prcgram 

each new Fiscal Year. 

Following ccncurrence on the program ;Lnd srogrom objec- 

tives, each pro.gr:?Jr, is further broken dcwn into individual 

prcjects 2nd prcject chiefs assigned. The project chief pre- ' 

pares the initial requirement fcr each project *and prepares 

all justificaticns and is responsible for the specifications 

pertaining thtiretc;. 
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Each requirement is carefully analyzed as regards the 

following points as shcwn on this chart. (Chart #l>. Neces- 

sity, overall requirements, industrial needs, indigenous pro- 

ducts, long range pkns, military needs, political develop- 

ments and, of ccurse, definite specifications. UNCXCK, in 

conjunction with the indicated ministry JII~ the Office of 

Supply, Republic cf Korea, review these requirements and they 

are presented fcr ezch section chief by the project officer 

before the UNCACK Roouirements knmittee. Upon ap&rcval of 

this committee 2nd ::p,roval of the Ccmmanding General, UNCXK, 

all requirements are CcnSclid!ated into a Requirements Program 

and submitted tc higher heildquarters. The prcgram for N 53 

was completed in Ncvember 1951 and wzs so submitted 1 December. 

The Supply Division of UNCACK, in conjuncticn with the 

Republic of Korea kiinister, project chief, and Section Chief 

concerned, reconsiders each requirement six months prior to 

the quarter in which this item is to be delivered. If the 

necessity still exists, this requirement is placed on the Firm 

Quarterly Requirement List. Decreases or increases in quantity 

are also carefully screened fcr this Firm Quarterly Require- 

ment List. 

Gentlemen, this ccvers tho conception cf our yearly and 

quarterly requirements programs in Korea. Emergency require- 

ments are submitted 2s the nee,d arises uld full justifications 

concernin& the above mentioned points are substantiated before 

the Fkquirements Committee. 
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Prepared by: GORDON D. OSEO-RX 
Compt. GHG, UWC 
9 April 1952 

Xr. aeyer, Gentlemen: 

The subject of this discussion is the UN Whan drawings. This 

subject appears to be somewhat controversial. In fact, there is 

considerable disagreenzent as to its proper name. Cn the U.S. side, 

some of us call them Whan drawings,~~ whiiz others call them Whan 

advances", and the Koreans refer to them as Whan loc;.nsll. 

The UN whan drawings dominate all thinking in Korea in regard 

to the economic and financial situation. The wh.nn drawings are 

blamed for all firxncial troubles and are described cs the sole 

cause of inflaticn, Not only that, but it is postulated that the 

whan drawings are currently preventing the economic reccvzry of 

Korea by absorbing all available cash and credit and thus making 

it impossible for industry to obtain adequate finances. 

In order to give you an idea of the size of the problem, as 

of 31 March the total when drawings were 537 billi,xl when. At the 

military conversion rates in effect :rhcn the 1xha.n WT.S i;,raxn, the 

dollar equivalent was ,$102 million. In order to give you some 

background of the whan drawings I should like to stert right Et, 

the beginning. During the first week of July 1950, only a few 

days after the stc.rt of the invasion, a reprdsentntive of GHQ went 

to Korea and negotiated cn cmorgoncy r?rr. ~ngement u:ith the Re,public 

of Korea in order to obtain wh2n requirements for U.S. forces. 

This emergency arrxgement provided for purchr:se of Wh::n by i;leans 

of a Treasury check. The emergency arraweilient was noceasitated 

by the fact that the first individuals sent to ICorccL did not even 

have rations, and funds were required to effect purcht.sos in tht: 

countryside. 

Very shortly thereafter, the currency agreeixnt which is n;w 

in effect was signed between the U. S. Government, rcprcsonted by 

UNCbASSlFt ED . n.42.47& a .’ 



UNCLASSIFIED 

the American Ambassador, and the IZOK. The essential p*ovisions 

of the agreement were that the ROK was to furnish all of the 

whan required by the UN Forces in Korea. Any claims arising 

therefrom were to be settled at a mutually agreeable date. I 

suggest that you examine tha wording rjf this agreement very care- 

fully. It appears obvious that wore repayment in dollars con- 

templated at the time of the negotiation of this agreement, 

entirely different wording would have bsen used. 

On the U. S. side, the Treasury Sus,pense Account wc?s set up, 

in which was deposited the dollar equivalent of ail whan received 

by the United States, and U.S. military appropriations were charged 

fx allwhan disbursements. ;:e understanrl that the reason for 

establishing such an account and for charging U. S. appropriatixs 

were first, to insure contr.l of military activities through the 

customary fiscal means establishing accountability comparable to 

that of the funds of the Treasury of the United States, and, to 

make the dollar proceeds of whan sales to individuals available 

for appropriate dispositicn. Initially, all disbursements were 

charged to the appropriation Contingencies of the Army, since the 

tactical situation made it infeasible to establish fiscal account- 

ing in Korea and the necessity therefsr was not apparent. Later 

on the normal appropriatisns were char;;c;d as appropriate, elthJugh 

the normal fiscal accounting was modified to a simulta.ne:xs 

obligation-expenditure basis. As far cs we in Tokyo are concerned, 

there was no intention to repay the whan advances disbursed as 

official funds as a debt of the United States. It was clearly 

anticipated that whatever funds were necessary would be considered 

both by the United States and the ROK as a LWK contribution to 

the mutual effort. In fact, initially we did not intend oven to 

make disbursements. It was anticipated thr?t the IiDK itself would 

furnish en2 pay for all labor required. 

While on this line of thought, it was some time before we 

even established a disbursing office in Pusan. Honevcr, we quickly 

-2. 
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found that the R)K was very disorganized as a result of military 

actian, and unable ta properly ad&.nister the payment of labor 

required by the UN F3rce.s. In order to insure an adequate supplgt 

of labor, the U. S. Forces started paying labor themselves, Y 1. ow- 

ever, in doing so it was still considered that the U. S. WC.S merely 

acting as @ fiscal agent for the Republic of Korea. Still later, 

when the Government df Korea had reestablished itself, we found 

it necessary tc, c;ntinuc paying labor ourselves since the RCK had 

n& included such disbursements in their budget. It was necessary 

fcr us to have the lc.b:_)r end so we cntinued to make the payments. 

Furthermore, some necessary activities, which normally would be 

considered outright responsibilities of the ROK, were included in 

our disbursements as a natter of necessity. 

It is advisable to think back to the circumstances surround- 

ing the first few mdnths of the war and examine these expenditures 

in view %Jf the circumstances. The U.S. had rushed troops and 

equipment intci Korea in order to help them repel an invader. It 

seemoc! ts be clear in all minds at that time that whatever cssist- 

ante culd be rendered these tr:ops in the form of labor and 

service would be supplied by the ROK at their expense. 

/-- 

??e have recently established a reporting system fJr whan ox- 

penditures, separating those attributable purely tc the RCK frorr 

those 3f a rr;ilitary necessity having an obvitius residual eccnmlic 

benefit and from thQse expenditures which were purely for military 

purposes. Ve hve such a breakdown fJr January and February of 

1952. Ye will very sh>rtly attein,d to oxmine the records in the 

Finance Center in St. Louis in order to ctimplete the breakdown 

back to the beginning. Ye did not establish such a system before; 

.the necessity therefor was not at all apparent since we did not 

expect to pay for these advances. 

I should like to discuss at this time the military convcrsicn 

rate. Initially we wcrc conccrned over the military conversion 

rate for the purpose of establishing a rate for sales to individuals. 

3 UNCLASSIFIED 
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The rate used for charging appropriations was merely a bookkeeping 

problem. Now, however, since the expenditures have grown so lar@? 

and because of the repeated insistence that the whan drawings be 

repaid, the rate assumes added importance since it may become the 

basis for the actual expenditure 3f appropriated funds. 

In this CUnnectiJn, I should like to point but that in the 

spring of 1951 at a conference tif Ccmptrollers in Washington, it 

was recommended by this headquarters that the current U.S. ncccunt- 

ing system be abolished; that the reserve account be eliminated; 

that we step charging U. S. appropriations; and definitely and 

officially inform the ROK that there would be nG repLayment, 

Although the military conversion rate was supposed to be just 

that--a military conversidn rate, it early assumed an importance 

and SignifiCanCe al1 Out Gf prOpOI%iOn t0 a III~ita~ COnVersiOn 

rCte. This was partially due tl the fact that the ROK insisted on 

maintaining the official conversion rate at a stable fi&ure, 

It is bec;;mix increasingly more difficult to make a precise 

determinatin of ,a prcper military cnversi2n rate. 

Ye have relied principally on the method of cornsring current 

prices and costs with those in effect in June 1950 and relatu that 

comparis,on trj the exchange rate in effect in June 1950. The first 

item of cost we examined was the index of retail Frices.. The Bank 

of Korea publishes such an index. Its validity is open to questi: n 

since some Jf the present statistical technics dc: not a$penr to be 

in cnsonance with accebtcd practice. Furthcrolcre, this index is 

largely influenced by the price of rice, and we have been infcrmed 

that the price of rice in Karea appears tc be influenced by fact:rs 

other thnn sup@y and demanti ant! the econmic situatim zf the 

country, 

Another index which has been used, again published by the 
* 

Bank of Korea, is an index cf whclesale prices. However, this in- 

dex is largely influenced by prices at which we sell aicl imports, 

Ye thereby have a tail-chasing proposition. 

.’ 
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An&her index is wages. ?'Gt,h regard to Army wages, it is 

hard to conpare wages today with the summer Jf 1950 due to the 

various hidden emoluments. Such things as door-to-door pay and _- 

unearned overtime obviously affect take-home pay and the effec- 

tive wage rate,' In sme instances wage rates are raised by 

stealing; in other cases, wage rates are raised in effect by the 

operation >f special stores, whereby we sell the basic commodities 

to employees at prices below ;;revaQing prices. I mention these 

factors not to criticize the lccal commanders whc have a job to 

get done and who must resort to various devices in order to in- 

sure a supply of labor, but merely to emphasize the ?ifficulty 

of comparing the increase of effective wage rates nGW Kith the 

summer of 1950. As for prevailing wages made by ccntractors and 

other people in the econmy, we have published wage rates and they 

show universally a terrific increase far out of proportion tl: the 

changes in the military ctinversion rate. 

Ye have also Given weight to various money prices. The black 

market rate for XPCs is used. However, this rate varies with the 

activities of operators an1 with the effectiveness of law enforce- 

ment. The free market for greenbacks appears to be a pretty g:od 

indicator, but it is very thin and is somewhat influences by the 

legality or illegality cf the import transaction involved. The 

free market price c:f g,~lcl is also very god indicator, but this 

market is also thin and the rate somewhat influenced by hoarding 

activities. Ns one index or price is reliable of itself. However, 

they all show the same general picture, and when they are all con- 

sidered together a fairly comprehensive estinate of the situation 

is obtainable, 

,. 

One study was made base.1 on the parity purchasing power 

principle, comparing the United States and Korea. Its validity 

is questimable, first,. on the grounds th& saltis ;>rices of U.S. 

aid goods greatly influenced prevailing prices in Korea, 2nd 

sectirdly, on the grourds that it seemed absurd to compare the prices 

.* 
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of basic necessities prevailiqg in San Francisco with those pre- 

vailing in Korea. k better mnsarison ccu&d be made between 

Japan and Korea, and a parity ixrchasing Lower study between the 

two wouJd probably have very real value., 

NO attempt has been made to ascertain the optimum rate for 

foreign trade. After all, it is suy,posed. to be mly a military 

conversion rate. Eusiness conditions are still chaotic ant! it is 

doubtful that adequate cost figures could be obtained. 

In tiay of 1950 foreign exchange auction was held in Korea 

whereby an average rate of 1800 whan equals $1 prevailed. This 

was the rate that was initially used as a military conversion rate. 

By October 1950 prices had risen to justify a 3000 to $1 rate, xc! 

the military conversian rate was actually set at Z!5OO tc i. The 

feeling among cjfficizls in Koreq o at that time was that the &rice 

rise was purely tem;;orary ‘an.2 Frices would shortly subside. By 

November iricos had risen to such an extent that the military con- 

versi:.n rate was changed to 4000 to 1. Again the feeling in Korea 

was that the rise was purely a temporary phenomenon. By March 

195lthe rate had been chanf;ed to 6000 to 1. Since then the mili- 

tary conversion rate has mt been changed, although prices, wages, 

and costs have steadily increased. 

Although it is universally recognized by all Americans con- 

cerned that the 6000 to 1 rate is entirely unrealistic, recal- 

men&.tion for change has not been aa2e on the grounds that to 

change the rate would iiestpoy the confLIence of the Koreans in 

their money, their economy, and their government. IYe have been 

advised that the advantages to the U. S. of making the rate real- 

istic would be far outweighed should such a change result in 

political and economic chaos. The Korean officislslattitude is 

somewhat itifferent. They state that should the U.S. repay the whan 

advances in U.S. dollars, prices will immediately fall md the 

6000 to 1 rate would in fact becme realistic. 

6 I \w.~\ssIf IED 



The facts show that some of these whan drawings are disburse? 

by the Korean Goverment itself, 1:~ large portion of the whan 
I f- 

drawings are disbursed right to the Korean Government. kn uniden- 

tifiable gX%iun returns tc, the Korean Gdvernment in the form of 

taxes, and there is no questic;n that a ccnsiderable share of the 

one result, ,d the static ctinversLn rate in the situatim :f 

rising prices has been the consistent decline in whan sales to iI,.- 

dividuals. In the fall of 1950 whan sales averaged aver $2 nillion 

a month. That figure has steadily declined until it n.w ave~.i;es 

less than half a million, which a;years to represent the purchase 

of th3se individuals and agencies who cannot av::id lJurchasi.ng whan 

at the Finance Office, The result is, of course, black mrketine. 

The effect on the economy involves flight of capital and the irn- 

port of luxuries. The effect cn troops is a serious Situation. 

Naturally, we do not wznt to wreck an economy in order to cater ta 

the personal needs of our soldiers, but then on the other hand, 

neither do we want to corrupt morals in order to preserve a fiction, 

It is a sad commentary, but it ap,pears that wherever we send our 

young men overseas we present them with a financial situatim 

whereby they must lay a terrific penalty for beins honest, 

i 

NGW fi;r a few words c;n y&Em drawings and Kmuan inflzti3n. 

Certainly the exsendituro af the whan drawings are inflati@ary. 

No one can deny that. Hcjwever, it apgears to me that the state- 

ment that UN expenditures are inflationary while all other when 

expenditures are not inflationary is false. It ai~p?arS obvious 

that when there is a genera1 inflationary situaticn, all expxdi- 

tures should equally share the blame. Bank credit is also infla- 

tionary and the subject is seldzn mentioned when discussing whan 

drawings and the inflation in Korea. Furthermcre, the whole field 

of velocity of circulatisn appears t_: be left untouched. The only 

persc;n whom I have heard mention velcity was Mr, Blumfield when 

he remarked that after a cursory examination velocity appeared to 

rema in unchanged, 
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whan drawings $ve employment to a number of people wha would 

otherwise be relief cases, thereby reducing the need for a ccrol- 

_-. 

-. 

lary expenditure by the Korean Government. Furthermre, tc the 

extent that the dolIz proceeds of sales of whnn to individuals 

are used for the iqortation of expendable items, the infletion- 

ary effect of that portion of the whan drawings'is only teqorary. 

However, we are faced with a situation where Korean officials 

;.ncl the Korean Republic appear to bc firmly convinced that the UN 

whan drawings are the szle cuase of inflation. This is a factor 

which must be reckoned with and which cannot be disregnrdec? on 

the basis of a2;%rent logic CT fact, Furthermore, the Korean 

Government ancI peo$e appear firmly convinced that repayment of 

the whan drawings in U. S. Collars would resolve all their finan- 

cial troubles. Here again we have a factor which cannst be dis- 

regarc!ed on the basis of q?arent logic or fact. 

The I;ositi..n sf the Korccn officials re&arding the bcnefits 

,-* 

tc, be ?crivcC from resayment by the U.S. is ,Zi?r,Jxin?tely as 

fJllcws: First, althcugh it is a minz problem, w:ulC be tha 

balancing of the governmentrs bz3ks. The second fnctzr is a psy- 

chAoqica1 one of the effect of public knoale?.ge ::,f the Korean 

Governmentls ownership of a large amount of foreign exchange. The 

third factor is the idea that the excess whsn in circulation could 

be bought up with dollars, Fourth, it would enable the Korean 

Government to make credit available to pet production facilities 

going. Fifth, that the dollars could be expended to effect imports:. 

Let us examine these ideas, Bel.ancing the b:!oks is purely an 

internal I;rQbJ.em t:, be effected by various devices. The phycholo- 

gical claim may have srlme validity, The idea of buying up whan 

in circulation with U.S, dollars is not ?,ppealing from a point of 

view of economics n3r from a point of effective usage of U.S. tax 

receipts. Since izeople who can hqrdly fir& means to purch?.se daily 

rice w~;uld not be in the market f;jr dollars, it >;,pzrs that only 

speculators and others with excess funds W.&C' bo affected. If the 

UNCLASSIFIED 
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program were carried on extensively the dollars or certificates 

representing the dollars w;uld prob?biy bectime additional pur- 

chasiLng Fewer within the economy. Furthermore, there is always 

the danGer >f using bank borrowings t:j purchase the Ishan. hs 

for the repayment af the whan making crec:it available for business, 

it is hard tJ sue how the more Fossession of foreign exchange by 

the Korean Government coulC: be used. as a basis for ini.igenus 

credit. Yith regard to j~-~,r~rts, obviously if carefully selected 

and properly Lhandlcd there would be a deflationary effect. Past 

experience shows c tendency, however, or ,A, least a desire to &I+ 

sort capital pot% which in themselves would require an expendi- 

ture of large amounts of when before actual production could be 

It eppears that tho main problem is to & rice into the rice 

bJwls at reasnable irices all over the country an? on a cnntinu- 

ous sustnini~ basis, There a;‘?ear tz be better metl?c;:.!s of ac- 

csmplishin~ th&than by turnirg over a large func? Qf U.S. Collars. 

If the i;‘ayment of U.S. .Apllars t2 the ROK Treasury woulti cure 

the inflation in Korea it would be worth the expenditure clesj-ite 

the violation of the princii:le invr,lved. If the @aymcnt of U.S. 

(dollars would even clear the 2i.r sti that constructive encnomic 

measures could be taken, it would!! bc w:,rth the expenditure. H:,w- 

ever, since Korea's needs at the moment appear to be centorccl 

around the imyortatin "f essential g?orls and services an'. the 

?ropar administration ;,f her internal economy, efforts along those 

lines other than the mere payment cjf dollars seem tc be inlicated. 

I should like n3w to mention a goneral question. Specific- 

ally, should the UN whan c!,rawings be considered separate and apart 

fr:>m UN aid, or should the ttnJo ';e considered together? In bring- 

irg u;s this questicn, I am considering the over-all inflationary 

situation and the condition of the economy. If the whan drawings 

are considered together with the UN aid, under the conera heading 

of UN activities, the whole argument that the UN is causing the 

- 
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inflation in Korea disappears. Even the ROK officials &nit that 

the ecanonic and financial benefits derived from UN zid far cut- 

weigh the economic an .? financial burdens imposed by the UN whnn 

drawings6 

.- : 

Xthout the UM aid the R)K economy, an2 particularly the 

fiscal situation, would bear little resemblance to that prevail- 

ing today. Uncloubtedly the 2OK Government wJulCL h.xe h.x! to 

issue billions of whan in order to care for minimum needs of 

/-- 

her own population. It seems tb me that this is indisputable and 

needs no further discussion. It also nl>pears evident that the 

public insistence for the U. S. td regay the whan advances and 

blamin? the whan advances for Korea's economic and financial ills 

stems from a failure to recognize the connection from inter- 

- 

relation between LJ. S. cc~nomic aid and U. S. military requirements. 

Another principle which to me is sf @mary im~porixance simi- 

larly ngpesrs to Se disregarded. That is the Grinci$e that what 

is Korean shulci be contributed t2> the mutual effort without cost 

to the :&her UX countries participatix, an11 what must be imrortcd 

should be contributed by the UN csuntries t;; the mutual effort 

without cost to Korea, 0;orating in this basis there sh.uid be 

no question af claims an2 ccunter-claims between Korea end the UN 

countries. 

It is recognized that this 2rincQle is subject to chelltnge 

on many scores, and two nrments against it hnve been raised in 

the past. First is the argument that i'py as you g3" is the inly 

dignified and realistic manner in which the United States shot&I 

operate overseas, and secon!ly, that the Korean economy is in- 

capable of supporting the enormous burden of prfovtiling ikigenous 

logistic support both to itself ,an: tc the UN Forces. 

,.- 

With regard to the "pay as yx %J" principle, I shali say 

only that a mutual military effort implies a mutual utilization of 

resources, particularly where the czntributi-)n of the U.S, so 

;;reatly outweighs the contribukion of Kcrea , whose frontiors are 

10 
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actually under attack. ?'lith regard t> the ZnabilLty of the Korean 

economy to su,rport th e whale inC:igenous lo&$fcs burden, there 

alpears t,,J be no cbjcctiljn here to furnishing the cid required t!, 

enable the Korean economy L d:: its j&, provided the ai?. is prc- 

viJ.ed as aid rather than as payment ef a debt, and ;rovic!ed that 

maxiu~um effort is made t; use t:.iiS aid most efficiently ccnsistcnt 

with circumstances and ability. 

-. 

In this connectidn it appears that aid imports should not be 

regarded as a means tif absorbing excess currency in circulation in 

order to reduce inflation. Rather, Ttshculcl be viewed as an ad- 

ditional source of revenue t:; the Government of Korea in lieu cf 

such taxes Jr n&e issue as would reduce the standard of living 

of the Korean :oopulation below the necessary minimum. Completely 

distinct from the balance of payments question, it ny;Fears that 

an examination :;f K;-;rcals aid requirements in the light of the 

‘amount of extra revenue required by the Korean Government to aug- 

ment tol~raS!.e taxes wzuld be t:; advantage. 

,- 

Roturnjng t2 the questi:n of cznsi2ering UN whan drawirp and 

UN aid tcgether, if it is 'ecided that the whan CIrawings are a 

military problem anil aid is a civil affair XXJ the twG cannot be 

c ;nsidered tc- tC12 tibe &cr, it aLpears that the pinciple .,f furnishing 

eCUl4Ai.C aid to Korea frem military a&propiations should be I~- 

examined for justification. 

il 



REMARKS OF L. BAYS UNCLASSWD 
CHIRF, CIVIL AF?AIRS SXTION 

EUSAE 

9 A2ri.l 1552 

GentleLIen, the Civil Assistance Mission in Korea is to pre- 

the civilian populace; to preveilt diseme, stnrv‘;tion nnd umest; 

to provide economc aid aild tecL.nical advice; to ;:rovide indus- 

trial rehzbilitLtion on a s;;ort-terL; ;,::sis; md in those areas 

occupied in North Korea, to odiunister ;1111t~lFd7 govermefit. In 

South Korea, we 2re not . 
2&llillsZerI.ng :.a llit:;ry g0Vr3rnil6i?,t; north 

of the 38th p2oXel we 3~2. AC tua11y , tLe Civil Assistmice 

Progrm ei>bodies whczt is n~~i?ally cclllbd Civil kfLcirs, Relief, 

includix a ty;.e of disaster relief, :;nd Econmic Aid such 2s is 

fouild in the fomer ECA ?rogroL', and t&e, north i:f tLe 38th 

parallel, Military GOV0lTXie~it. 

(CHLRT) 

T1:e organization for c::rrymg r!ut this i.;issi>:: is shown 

sche;-flticclly here. As we str:rt ot the fmnt, er.cL division has 

a civil assistance cor32.ssi3ii Jf 5 officers 3d 10 enlisted rlen. 

End: Carp has a Civil Assistance Section of 3 officers and 3 

enlisted 1.1811. Eighth ArL:f L::s a q~eclnl staff section of Civil 

Assistance C.Jl.ii~oSed of 23 officers and 16 enlisted Lien, and as 

c subordinnte c;:rJmnd of t;lc Eigilth Ariy, tlic United Nr2tions Civil 

Assistmce GcrmmL, co~~~ilded by General Crist. uNc,LcIcIc hs 

it;3proxin~tely 538 individuals, as of a few days ;~go. The rela- 

tions;:iD is, of curse, 2 commd relationshi, of Eighth U. S, 

Arrv to the Coqs, 3 Cc?i?J.EJld rel2tlmsL1p of C,jrps to division, 

a coL22and reL:tlmship of EightL ArLy to L!NdI<, wit;1 the Civil 

Assistzxice Section cjf Eigllth Amy LS a staff or&nizstion. 

In general, tl:e functions perf2rned fall along tLese IlileS. 

The division: The Ci)iitrOl of refugees to keq tliel.1 fro12 interfer- 

ing wit:1 L:iilt;Lry oger<ations, and also to snfogu;rd the refugees 

thcr,selves. During the tines of cmbat and LIovei.iellt, the 
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principle occupation is with those entering the z3ne from the 

north as our troops advailce into it. At the present time, there 

are very few coning fr:lm tile north and tLe main reiugee control 

is on those trying to push up from the south. Each division has 

a dispensary, with Korean L:edical >ersonncl, to give immunizations, 

dust for DDT, and to give first aid to the civilians. The Corps 

has, in ndditicn to several dispensaries, a 4Q-bed hospital 

brougLt in through the Civil Assistance Program. This is also 

manned by Korean national civilians. The Corps hospitals are 

under tentage, and are mobiiized so tha+t they can move on trucks. 

fp:ley take care of ary new refugees needing hOSpitaliZation. 

They also take care of the civilian laborers who are injured or 

bec,:me ill in the forward areas. In addition to the hospital, 

you have hsar? mention of the Korean Service Corps and there is 

another part of that hspital up there tLat takes care of them 

in addition to taking core of civilians. The Corps have refugee 

collection points and, if necessary after collection, evacuate 

then to the rear. If possible, they settle tliem Wiihil Leir 

own zones. If it is necessary ta evacuate them to the rear, 

liaisoniemaintained with the srovinci,aJ. team. Through liaison 

with them, the refugees are evacuated back into the province 

and there UX&IC coordinates their further ev;:cuation. UHCACI~ 
,- 

is not just an organization in one spot but has teams out in every 

pravince of South Korea. 

As far as Eighth Army is concerned, it exercises command 

function as I stated; however, our Civil Assistance Section d\oes 

not operate of itself. WC: have no dis;>ensaries and no hospital 

operating directly under the Civil Assistance Section, Head- 

quarters, Eighth Army. iie are purely a staff section ;,erforming 

the normal stpaff functions of racmmendirg policy, translating 

policy into directive:,, supervising the operation of the subor- 

dinate commands of Eighth Army, and the t3ngs normally performed 

by a staff section with one exception, and tLat is in the field 

of critical materials, specifically tungsten. UNCACE is the 

r 
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operating agency f,3r EUW in the rear of the Corps zone for all 

of South Korea, end as such, perfmns t;le bulk of tLe operations 

with regard to technical aid, economic aid and advice, and relief 

functions which occur south of the Corps boundary, 

Q,uestions ,& Answers: 

Q* Are there lots of refugees living et Cheju-do? 

h. For the size of the island there are quite a few, but I be- 

lieve the dranstic apseal of xovecent by air to CLeju-do has 

over-enghasized the mmber Gere in tLe public mind, However, 

I believe the largest mmber of refugees in Korea are on 

Clleju-do, 

Q, The Civil Assistance work of the divisions c,mes under UNCACK 

or under EUSAK? 

A. T1:e Civil Assistance wsrk of t:ie division is under CorIm, and 

corps is rm&BP. Eighth Amy, There is no direct comand re- 

lntionsl~ip bet;voen UXCLC~~ and Cor,s, OP. bctwem UNLCK and I 

division. There is a su>,:orting relationshi;j between these 

two I,rovinee and these COI-US here. In routine mtters they 

call on Corps, and in emergency m&ters they call on us, but 

the comand relationshi;j is not between UNCXK ant: the Civil 

Assistance people up here, 

(*eech Resmed) 

I just want to nentlon a few things in passing here. First, 

we are speaking of a country which has been entirely overrun 

down to this little beachhead, The capitol city of Seoul has 

changed hands and has been occu@ed by the enemy on two occasims. 

Therefore, when we speak of Korea, we speak of a rather beaten-up 

area in general. Second, the significance of the 38th parallel. 

It is a political line of d~xxxkation. The Republic of Korea has 

no authority north of the 38th parallel, Military goverment is 

being performed at this tiLle by t;ie CorLx comanders as a corr;bat 

fern of Military GovernI.ient north of the 38ts parallel. The ROK 

carp, in one or two areas of North Korea, are not representing 

the Republic of Korea, but rather are representing the Comanding 
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General of the Eighth &L:Y in their exercise of authority there, 

In the general picture of refugees, we &me two lines. One 

is the Refugee Line, I XI ;lointing out here, behind which an at- 

teqt is Lade to keep al1 refugees who do not have legitimate 

business north. The second line is a Fam Line which rus generally 

along here to which line all famers are 2emitted to return in 

order to get their crops in and get the fields in production, 

North of the Fam Line, the C2rps and Civil kssistance personnel 

organize groqs to go out and take care of tile fields under super- 

vision of military personnel or police. 56, even where the famer 

is not allowed to return m a yemcnent basis, an effort is rmde 

to get yroduction out of the fields, 

Another Llatter I want to mention is the effect of the present 

draft of the Bmistice dgreenent. Fomerly, the Ariiistice kgree- 

nent mod as a basis for repatriation the 38th parallel. They 

Llade a rather siqle ;)robleLl, that after the krrlistice, any one 

who fornerly lived smth of the 38th parallel, that is, any fomer 

South Korean, c::uld ch,T:)se to go back. Any fomer North Korean 

could choose to go back. That was a siqle 2robler: in which all 

people coriing bmk to South Korea would be South Koreans, Inthis 

situation we w-mid have no particular responsibility other than 

as an advisor and furnishing relief aud assistance to the Republic 

of Korea, The 1Jresent draft af the Arnistice AgreeLlent, however, 

changes that basis to the Military Demrkation Line, so that any 

one who fomerly lived south of that line can choose to go south, 

and any one who formerly lived north of the lirse can choose to go 

aorth. This r:eans that of the repatriates now, in the event of 

an Amistice, we would get not only South Koreans but North Koreans, 

who are being repatriated under the terrls cJf a United I?ztions 

Comand Armistice, and are therefore a resl>onsibility of the United 

Nations Comand rather than i>?urely a responsibility of the ROK. 

Questions Be Answers: 

Q. What currency is used north of the 38th parallel? 
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A. There are two currencies in use. North Korean won an% South 

Korean won. The only people of any consequence north of the 

38th parallel right now are right along the coast. Those 

working for the UN are being psid in SoutL Korean won* Iky;le 

i+ux of South Korean won u> in here would be in large part 

or entirely fron UN panoils.. 

Q. Do you have any special difficulties with tLe ROK with regards 

to the ROK Corps above the 38th poxz.llel, in regards to the 

control of t:;at area? 

A. No. General Paik, who comanded that corps, was vury nuch 

interested in Ais' civil assistance nission zmd in treating 

these North Koregm j.n there well. 

Q. Have we mile a.qtqm-ig effort to apljeal to these North Koreans a. ̂ ! 
north of t:;e 38th and south of the nilitcry line by 2rov@ling 

informtlon 4 far as 'i>ossible in Vdew of the r,lilltary sit& 

atlon L-t wsuld have greater a:qeal to the12 than those under 

th@ North Korean regine? J'or instmce~ psycholo&xal war- 

&Pet i 

St) Ps~ch~~logical Mapfare, as we;i-as tlie USIP. ‘!L%ose people are 

treated just as well as the SOUtb Iforeans, T!Lere is 110 

difference in the treatnont of a refugee whether he is a 

North or South Korean. 
' :3. I, 

-EIND~ 

UNCLASSIFIED 



REMARKS OF BRIG. GEN. W. E, GRIST 
CG, UNCACK 

9 April 1952 

Mr, Me$er, Members of the Mission, 
Gentlemen: 

I should like to start today by giving a brief ex;;lanation 

of certain funds which I have heard .discussed and will be nentioned 

frequently in Korea. 

I. a, Counterpart Fund 

This account originated from the Aid Agreement signed 

by the Governments of the United States and of the Republic of 

Korea on 10 December 1948, patterned on the ECA agreements with 

Western European countries. Under terms of the Agreement, the 

Korean Government agreed to establish a "Counterpart Fund" in the 

Bank of Korea into which it would deposit the won equivalent of 

the landed dollar cost of all United States aid mrde available to 

South Korea on a grant basis, and to use those funds only for pur- 

poses mutually agreed upon with the United States Government in- 

cluding the financing of won expenditures incurred by the United 

States in carrying out the Aid Program. 

The balance in the Counterpart Fund Account in the Bank 

of Korea stcod at 187,355,738,101.53 as of 29 Feb 52. This is 

the net balance resulting from the EX5 Program. Deposits to this 

account are rxde upon notifiwtion to the W.nister of Finance by 

Representative of Economic Cooperation Administration, of the won 

equivalent of the dollar value of aid goods delivered to Korea. 

Monthly status reports of the account are fomL.rded to the United 

States Ambassador, Korea and to cle ..s Commandi-g General, UN&XX, 

on or about the 5th of the month following the msnth for which the 

report is submitced. The kmericzn IQlbnssy is curJently in chc:rge 

of Counterpart Funtis disbursements and cc;ntrcl. 

b. Counterpart Fund, Sub-Account ll,ll -- 

This acccjunt originates from ths letter &ted 5 November 

51 to khe Minister of Finance, Republic of Korea from the Command- 

ing General, UNCACK, pursuwt to instructisns fro% the Commander- 

c-3 
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in-Chief, United Nations Gommand, requesting that the Ministry of 

Finance establish in the: Bank of Korea a separate account desig- 

nated "Sub-Account AIt of the Counterpart Fund. 

Deposits to this account represent the w3n equivalent 

of the dollar value of aid go;lds prcxured and delivered to Korea 

with funds transferred frm the Economic Corporation Administra- 

ti-n to the Department of the krriy, design::tei: ~1s SEC supplies. 

Monthly stetus reports of the account are fcjrw-r&d tij the United 

Ststes Ambassador, Korea, oni: to me as Commanding General, UNC'.CK, 

in the scvne manner as Counterpart Fund reports, The b?,lance in 

the Cuunterpsrt F'und, Sub-Accxnt llA1l, in the Bank Lf Korea stood . 
at 30,263,590,380.00 as of 29 Feb 52, 

I approach with some hesit.ticn my discussion on the subject 

of the importance of m.;ney for I cam sure th;lt we all fully realize 

the .many privileges which money gives us. But I am equally sure 

that there sre &?ny priv;lieges which a ssund mney system affords 

that ,ne has a tendency to overlook. 

There are in the world today two systems by which people unite 

in their efforts tc, make a workable ec;nlmy on a nytinal scale, 

Under Communism the system is zne >f force, which compels intivi- 

duals to do whatever f,rm :f labor or service that thsse in euthor- 

ity feel they want. Under democrtic capit::lism the incentive is 

m-ney instead of force, f:r with a sound money which c.n be stored 

away f:;r future use :>r spent f 3r 3 w51e v;lriety I3f goods, is in 

great .&mand in order th-.t an indiviLua1 can attain a higher 

stan'crd of living and have a higher sense of security in the future, 

There are, sf CCVXYE, .st:me who f,vor a little inflT.ti,,n. 

Certain business men like L.; s3e prices rise SO th.-t they may earn 

an easy profit. Debtors do n& object to inflatisn since it per- 

mits them to pay back money of less value than thzt which they 

originally received. Inflation in Korea, as in other ciuntrios, 

is simply that Korea cannot produce as much revenue ::s it requires 

to meet its expenditures. Therefore, it increases the money eupply, 

in effect, making money out of thin paper with which to pay its 
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bills. It follows then that the more money there is in circul?tign 

the less will be the vnluc uf the jn2ividua.l unit concorno~. In 

Korea, we have a very difficult problem as inflation has continue2 

since the end of the war in 1945. 

In December 1949, the Secretary of State n2dressetl a memoran- 

dum to the Korean government on this subject, ancl within the next 

few months material progress was mace toward control of the inflc- 

tionery spiral. However, just as revenues were improving ani: about 

equaling expenitures, the Communists attzked in the North. The 

war which followed caused a. tremendous increase in the requirements 

for the Korean wcn, while at the same tine lowering the potentiality 

of the economy to provile the won by normal revenue or loan proce- 

dures. 

Mimeographed paper #l, which I have handed to you today, shows 

llIncreases in the Mmey Supply Since 1950." This chart shows the 

increase in won by six mnth periods. The left side of each ther- 

mometer bar shows the money supply, that is, bank notes in circula- 

ticn and bank deposits; an2 the right si;:e ,;f each thermmeter bar 

is broken down intti U.N. fzrces irawings, miscellznezus causes, bank 

loans, mc! government borrowiqs less sales of nii: supplies. YJU 

will note thnt the money supply has increased fr:-;m 122 billisn won 

in June 1950 to 784 billi( wzn in December 1951. Lccompmying the 

chart are same explanatory notes you might like to study this paper 

r?t a later time. 

Mimeograph ;japr #2 , prepared by Ministry 'if Finance, tivcs in- 

formation concorniw the mnthly status ,Jf the n&e issues; the 

advances to U.N. f:;rces; :n.l the net proceeds .,f SC&.S ,f hi: goods. 

In aL:diti.n, the wh.les?le in&x, retail price index ‘an: wage index 

are shown. This table shcws the failure cf the srlles of g,Joc:s to 

equal the amJunt of the ai:v"lncos to the U.N. forces. It further in- 

dicates th&, the note issues hzve net increased with the sme degree 

rJf acceleration as has charactzized the advances t> the U.N. Forces. 

Finally, it gives a camp-.ris.>n of increases of prices and wages. 

1 might a!.!$ thnt this positin in which labor fins its&f is 
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I might ad,' that this position in which labor finds itself is 

one of our chief ccluses for alarm c.Jncerning the present situ&in 

in Korea. The U.N. Forces must be supported by the ,iiroct effrts 

of its own employees as well.2~ the indirect labor of th.,usnnds of 

Koreans in the ROK economy. But discontent and work stoppages c.zn- 

not but result in an ever increasing way as labor finds itself with 

diminishing rewards due 

incentive for effort as 

their purchasing power. 

to increasing prices and with diK&nishing 

the inflation dtistroys the future value Jf 

This situation is particularly dnngersus insofar as concerns 

employees of the U.N. Forces who have not received a pay raise 

since last September. 

Inclosure #3 is 2 com$lation of data extracted from the 

monthly cables which have been sent to CINCFE cncerning the finan- 

cial situation in Korea. You will n&e how the wages paid U.N. la- 

bor lags behind the k#eriodic irice increases. On this table are 

also shown the dollar value of sales in won to military personnel, 

which has diminished over the past year to apprcurimtely one-fourth 

of the initial level. Disbursements in won to meet the local ex- 

penses of the U,N. Forces, which are also shJwn, have indicated a 

reverse trend to almost the same degree, T'S these have m;re than 

trebled during the same peri:jd. 

Some people will say that the chief c .use for inflati..;n has b 

been these unlimited ~dvznces of w:;n to U.N. Forces conforming with 

the agreement reached .;n 28 July 1950, under which the U.N. Forces 

are furnished by the R3K Government quantities af won they need to 

pay indigenus expenses. To blame inflation on this altine is not 

correct. Actually the United Nations have delivered goods and ser- 

vices to the Republic of Korea which represent a. value substantially 

in excess of either the total won advances tJ the U.N. Forces or 

tc the shortage ;f revenue which the RJK Government has periodically 

faced. 

Many of these g:,ods SC delivered have been sold and the proceeds 

have been deposited to the RDK Government, permitting these proceeds 

to be used by them as revenue, but there has not 2s yet been 
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developed a system which has permitted the trcnslatin of these 

goods into the total amount of won required. In essence, the nub 

of the problem is hJw can we translate our dollars anJ goods into 

won which can be added to the KDK revenue to the extent required for 

them tc meet their obligations without increasing their money supp~. 

But an even greater problem is suggested here, 3ne which cJ,ncerns a 

method by which the Unite, 4 N::tions or any great nation can cznduct 

military operations in the territory of a sovereign n:+Acn without 

inordiantely disrupting its economy and destroying its money. Un- 

doubtedly, we will face this problem many times in the future, so I 

w;uld like to turn t3 a chart which shows in graphic form the theore- 

tical principles of providing a balancc~d budget in a wx disrupted 

eccnumy. 

Chart #l: The vertical scale represents billions of currency, 

the horizantcl scale ye?.rs. Requirements in revenues are shown by 

the heavy black line, which starts high to inake up f,r destruction 

and other results of war, nn.l grGua1l.y (Sminishes until it levels 

off at a point designated by the arrow ,f stability. But the maxi- 

mum revenue advisable .!r possible is shown by the broken black line 

which due t3 the w,:r s~.rts low and as normalcy returns gradually 

rises until it meets the .,vnilable revenue at stnbility. This then 

gives us a gap shown by the sh acted portin, which must be filled in 

frc;m sjme other source. 

This other surce may be the selling of donated cr 

imported goods which wl,uld produce enough indigenous currency to fill 

in this gap. The line shi;nn with X's indicates hJ,w the snle must be 

quite large in the beginning of the ,:per:.ti'Jn an:: grzdullly diminishes 

until stability occurs. In this way the total revenue, both in taxes 

and sales, w..uld equal requirements as sh:Jwn by the red line. Under 

such a procedure the money supply would remain nearly constant, and 

theref:;re, stability in the value of m.:;ney and in prices c.luld be 

maintained. In effect, this procedure is simply the maintenance ;f 

a balanced budget, 

Chart #2: .Let us look at the Lraphical representati:n of this 

principal in a chart which shows duel budgeting in the Republic Jf 

Korea. Suppose tb.t the square represents the RDK ecnomy. The 
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U,N. budget nlight be ,;iet by taking from the ec;nJmy proceeds from 

the sale of goods. The won w.;uld then flow as indicated by the 

arrows and support UN relief 2nd milit?"ry programs and go once again 

into the ecn,my prc?er. Lt the sama time, from the RDK eccnmy the 

ROK budget itself w,;uld be supported by drawing ;lut the necessary 

money in the form of taxes and w:,uld support FDK programs and bring 

the won back into the ROK ec~nmy. The most perfect example :jf this 

Frocedure is that of :ur current relief progr,am. We sell enough 

relief supplies to get the won to provide the expense 3f carrying 

out the relief progr,am within Karea, s~that the relief program is 

in a sense self-supporting and d,)es njt cause the ROK Government to 

increase its money supply in any way. Other programs should be 

developed on the principle that they t>o will be self-supporting. 

It is accordingly evident that the fundamental prin- 

ciple to be borne in mind when planning u;:lerations in a natizn with 

a disrupted ecLnQmy, is to assure that to the maximum extent Lossible 

each agency cncerned executes its operntL,ns in such a way as to be 

self-supporting insofar as cncerns its demands uh:.n the local cur- 

rency. Such an approach is absolutely fundamental if inflation is 

to be avoided. 

Furthermore, shipments of goods into the country 

concerned, which are delivered 2s gifts or are sold to the receiver 

nation, must be attuned to the capacity of the nation to >ay theL,cLl 

c.-.sts rf utiliz?tin. In an inflationary situation, it is mistaken c 

charity t- give the ROK Gcvernzent such equi+ent which will gener- 

ate a requirement for won which is not within the capabilities of 

the ROK Government to furnish, or when it will require large increases 

in the money supply zf the nation. Failure to comply with this prin- 

ciple will cause inflationary tendencies af varying degrees, depend- 

ing upon the nature of the goods involved. 

Chart #3: With these two principles in mini, there are five (5) , 

types of shipments which are or could be made into the Republic of 

Korea. First, there would be those for relief which, I've already 

mentioned, form a single self-supporting program. Second, there 



would be shipments intended to pr3dUCe the won required for the 

support of the UN Forces in Korea. These are called economic aid 

shipments on the chart, but they could be called UN supp,ort shipments. 

Third, there are shipments for the military aid .lf the FDK Armed 

Forces. Fourth, are shipments for reconstruction projects, whether 

milit,ary, UNGCK, or UNKItr; ani. finally, the Fifth, the nrm?l trade 

of the EDK ec::nomy executcL by RDK Agencies sr inc.'.ivLIuals which we 

wc.uld employ foreign exchange e?rneG or received from exports an2 

other sources. 

Let us explore f;r a moment thi; soccnG. cF,t,egJry gf imports 

mentioned--UN support prcgr:,m. This will be of interest during the 

negotiations in Pusan w the FDK officials appear td Ghere to their 

view that the Ecnmic Ai: Agreement sh,ulil n& inclu?,e the provision 

that proceeds if s,.les sh2ul.i. be used fjr the support of the UN Forces. 

Their views in this reg r: .?.ppenr to be baseL! s:,n tha concept thcit the 

relief progr<am as such shdul2 generate w;n which w,uld be salely for 

relief and rehabilitation in Krea. This point ;f view may be sDme- 

whst plausible, at least in light 3f the fact thz.t such .a policy will 

almost undoubte.lly be f3~llwe? when UNKRii takes over the aperations 

of CIGC1CK. At that time, it is quite possible thr.t the C-XX program, 

as such, with the unused fun.& pertaining thereto, wil.1 be trns- 

fcrred to UNKRA. 

For the above rer?sons, it is manifestly Lesirnblc t::, ,_!iffcren- 

tiate betwen relief shipments iid thase inten:k.l far UN support 

purposes. After all, it is inadviseable t:; utilize fun& intended 

for relief as a basis f.r the support Lf UR military activities. 

Such a procedure is questionable at best frjrn a legal standpoint, 

and in addition, w.uX generate hidden costs of U&J operations which 

would roquire adjustment when .the CFUK pr3grm is trzznsferred to 

UNKR;I. At th;-t time it a&L be nacesscry td secure re,Lcement fcr 

the funos 1;s.t with the CRIK program and, this in turn would require 

the estsblishnent <:)f ,: s'~".I L+r.te progr2m for importing go&s which 

would be sold to supp,rt the inLigsncus Jperations af the UN Forces. 

7 UNCLASSIFIED 
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There seems to be general acceptance of the basic ;,rinci:?le 

that it is only through the saLe Gf consumer goods tb the K,rer.n 

public that the necesxry w.n can be obtained to ray the local 

cxts of the UN military efiort. Our chief ;r,::blcm,theref::re, will 

be to develo? such a program of sales with the fixed objective 2f 

securing sufficient won to *y ,ur way c>mGletely. 

Therefore, even if an agreement is reached with the EDK gxern- 

ment under which the United States will periodically Irake ui: the 

deficit in its w:-n drawings, I believe every effort sh,xld be made 

to obviate such payments of Collars, by gro2ucing the required won 

from the sales of goods. If the proceeds were made sv‘ailnble for 

the use of the UN Forces, the won Drawings s:juld be corres9ondingl.y 

reduced. In effect, this WCUL ,-ive two surces of wcn required: 

First, the ircceeds of sales under the UN support Frogram, and 

second, the advance of won by the ROK Government. 

To the extent that the proceeis jf sales were utilized for the 

suprjort of the UN Forces, an equivalent amunt of dollars would be 

taken as at pesent from U.S. appropriations and cleI.osited in the 

Suspense Account with the U.S. Treasury Department. Therefore, in 

effect, the UN Fcrces would be securing their won requirements by 

purchasing them from the pxeed account or from the B3K Govern- 

ment. And our objective should be to purchase all such won require- 

ments from @roceeds account, which in turn would cause the dollars 

invslved to be rec@ured through the Suspense Account proce&res. 

This suggests that r;erhaps the best way to finance the UN support 

program wuld be ts take the dollars which would go into the SW- 

pense Account and make them available ftir financing the goods im- 

ported into Korea under the UN sup>crt program. 

It may be asked why worry with a UN su;zport program if without 

it dollars would be Fait? to the ROK Government. Such a procedure 

would violate the principle of self-sup;xrt nni would mean that the 

utilization of the dollars involve2 w-uld be largely determined by 

the ROK Government, with grezt &.nces of delay or improper use, 

and corresponding failures tc attain the ixuper control over 

UNCLASSIFIED 
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inflationary tendencies. 

AS an emergency measure, an integral part of the UN suj&ort 

program w-u12 be tc: reduce the requirements for wn by payments 

and issues in kin?. rathei- than in local currency. By such a 

procedure, it is esti.m&ed that won requirements might well be re- 

duced to one-half the total titherwise necessary. These l:eyments 

in kind would take the folltiwing three (3) forms: 

First, il rayments in bulk which would be ;jaid ta the RJK Govern- 

ment, corporation, or individual Contractors. 

Seccnd, forced issues to UN employees in lieu of w,ages. In 

particular, feed an2 clothing shzuld be used in this way, OS is naw 

being done fbr members sf the Korean Service Corps. 

Third, olr,tionel sales of su; lies fdr w...n ta UiZ employees. 

Such sales would be executed in an rttemit to recapture from the 

empioyees the wc,n Taid them as wnL;es. 

I w.:uld like t:, ~11 your attention to the fact that the c::n- 

cept of a consumer '.oods I cragram as 3utline.1 cells for the business- 

man being a:i:ied to the military am; Jit-lamatic te,am in order that 

military :A>eratians ney be cnducted in a sm&ll c~ntry withut 

injury to the financial structure and the ec :nmy :?f the country 

concerned. 

Analyzed even further, the presence Lf a wide variety of czn- 

sumer goods imported from abroad wtiuld inspire l~al inhabitants 

to a renewed effort to earn the i;lney necessary to buy the articles 

that they Garticularly desire. N!:thing cculd be more important in 

the psychological campaign to assure the peoples of the world that 

it is the individual an2 his wants and needs which is of paramount 

c:;ncern in the free world, while such considerations are largely i 

ignred under Communism. 

It is not necessary for me to co into tietail ccncerning the 

provisions of the Aid Agreement which call for joint control ever the 

use of ROK foreign exchange. I might discuss, however, for a moment 

the Frop,sed comnittee organizations through which will be exercised 

whatever degree of joint authority the final agreement provides. 

w UNCLASSlFlED 
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I call this the Joint Central Organizztion. 

Chart #4i I have here a chart which shows our present con- 

-. ception of this committee organization. It has been discussed jn 

many occasions with ROK officials and has actually been proposed 

by them somewhat, as indicated hereon, The t.21; ;r overall cofnmit- 

tee, called the J>mt Planning Cummittee, WCJU~~ be sade up :f senior 

representatives of UNCXK an2 the RQK Government, with UNKRL repre- 

sentation in an observer capacity until UNKRL becmes operatiznal. 

fit that time, this top cmmittee sh,uld be cc;mi>osed cf senior 

officials of the ROK Government, UNKRA, and the U.S. 

--. 

The Joint Planning Committee would determine broad ;>olicy 

and direct the operations of the committees underneath it, all with 

the end of providing the highest possible degree of coordination 

in the planning and execution sf proLprams under the IiDK econcmy. 

Five Standi% Sub-committees are currently visualized; additional 

ones are under study. 

Budgeting and Programming Subcommittee, which is charged 

with the responsibility bf preparing plans, programs, pro[Taa ob- 

jectives, and budget3 n a Il.ng-range ,anL fiscal year basis. 

The Fsreign achange Subcommittee deterrtios pAicy and 

allocations concerning the use of foreign exchange. 

The AllocALns Subcommittee determines the allocation of 

all civil assistance and aid sup;;lies received in K,orea. 

The Relief Subc-mmittee determines the allocation of re- 

lief goods to relief progrcams and projects, 

The Grain SubcJmnittee coordinates all matters pertain- 

ing to grain within the Republic of Korea. 

Underneath these Standing Subccmmittees, there would be 

three other levels of committee operations: 

First: Working Comrfiittees on an 113 Hoc'! basis, formed 

to develop solutions to special problems elf a general nature, make 

studies of assigned matters, and tr, <evelop policy in a specialized 

area to be approved by the Joint Planning Committee. 

Second: Operating committees on the Ministry level, 
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under the Chairmanship of the Minister. The c;mmittees are composed 

of Ministry personnel and specific specialists tif UNCi;CK, advising 

the Minister :jn problems presented. 

Third: Working Committees within the EnisXries, made u;: 

of special cvmmittees of experts to develop solutions t; special 

p~oble~sj and to Levelo; ;rucsdures and techniques. 

At the iresent time, three of the special Standing Sub- 

committees are in o:eratian; the kllocaticns 2nd Relief SubcvmmittL:es 

which function as one committee, namely, the Central Relief Coa- 

mittee, and the Grain Subcommittee. In addition, working groups 

and activities on a Ministerial level are carried on to the extent 

necessary, although formal cf2mmittees are not now in exi3tence. 

It is believe4 th?t such a c-jmmittee structure is a sund 

way ,Jf cc:rdinating the :lans an!l rogr.zs <,f the RCK economy. Even 

without the ;sesence of foreigners in Ki-Irea, such committee orere- 

tion w1~1d be necessary within the structure I,f the RGK Government 

above the Ministerial level. if,e feel, accordingly, t&at highly co- 

oordinated ;lanning irocec!ures can be develD;.ed anJ extcuted as a 

result sf this committee organization, ;rovi.&_" of c,urse, ;ro;er 

qualified 1 erscnnel fire selected. 

k m.ment ago, I mentioned that the klloc;:ti:ns an1 Re- 

lief Subcommittee functi~ne- through the Central Relief Committee. 

I should like to tree the histary ;f the Central Relief Cc.mmittee 

~1‘ to the Iresent time. 

II. Central Relief Committee 

In Augu&, 1950, shortly after the invasion of the ROK by 

North Korean Communist fsrces, the I1DK Government decided to es- 

tablish a Central Refugee Committee for the ;-ur;ose of Coordinating 

the efforts of the varius ROK Ministries and iigencies to bring 

relief to the refugees. The Xinister of S<cinl Affairs was a;.;oin- 

ted Chairman, and the Ministers (of Health, National Defense, Home 

Affairs and the Directcr of the Office gjf Supply members of the 

Committee. On 5 September 1950, staff members of the SCBP Public 

Health and Welfare Division arrived in Korea to determine the 
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relief requirements an!. to establish efficient Lrocekres for the ,.I . 
receiving; distributing anl acctiuntini; for UN relief su;:;:lies. 

The ROK Ministers ;f Scial Affairs, Health and the Director of 

the ROK Office :zf Su;.:,ly, agreed that a Joint Relief Committee 

would best serve the ;ur;:zse of coordinating all interests in the 

UN relief ;-rogram and it was decided to expand the existing ROK 

Central Refugee Committee to include SCbP Chiefs of Public Welfare, 

Public Health an1 Supi;ly Sections. The Central Relief Committee 

then included: 

ROK Minster of Social Affairs, Chairman 
ROK ELinister of Health, Member 
ROK Minister of National Defense, Member 
P0K b5inister of Home Affairs, Member 
ROK Director.; Office of Su;;ly, Member 
Chief, SCAP Public Welfare Division, Member 
Chief, SCAP Public Health Division, Lkmber 
Chief, SCLP PH&W Su;ily Division, Kember 

The 

fined to 

3, 

b; 

C. 

responsibilities of the Central Relief Committee were de- 

include: 

Determinati.:n of relief neet;s. 

Allocatin of relief su;2plies; 

Establishment _sf effective ,rocedures fcr distribution of 
relief supplies. 

d. Establishment ,;f ;-ro,er metho.& of accsunting for UN 
relief su;.?lies. 

e. Determination of ;;olicies governing the relief activities 
in general. 

In November 1950, after the departure of the staff members of 

Public Health and Welfare, SCLP, the UN relief program was placed 

directly under the Eighth U.S. hrmy, Korea, and the res::onsibility 

for the implementation was assumed by United Nations Civil nssis- 

t-.nce Command, Korea, The Commanding Officer, and later the Com- 

manding General of UNC CK became members of the CRC. The change in 

command for the UN relief ;:rogr,am 221 not affect the Central Relief 

Committee responsibilities and activities. The scope of the CRC's ' 

activities, however, has since widened considerably. L charter has 

been prepared defining in detail the membershi;:, authority, respon- 

sibility and scope of activities. I am holding up approval of the 

charter pending consumatibn of the Aid Agreement, 

UNCLASSIFIED 
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The CRC meets once weekly in the RGK State Council Room on 

Wednesdays at 1500 hours. Decisions are made by majority vute. 

Agendas for and minutes cf meetings are prepared, made available to 

the Committee members aM: furnished to higher headquarters. 

The UNC,".CK Headquarters Sactim, in consultation with their 

c.;unterparts in the ROK Government, wzk mt pro;osels for alloca- 

tions of relief supplies for free distribution to eli$ble needy 

persons or for sale. Prior to the Cormittee meeti%s, an UX.CK 

Screening Committee reviews the sropcsals am! uyon ap: roval ;re;:ares 

the agencln for the CRC meeti* Relief supplies contribute1 by vol- 

untary relief agencies are usec, l f::r free 5stribution to needy 

people. Upon ap;-roval .,f proposed allocations by the CRC and ap- 

proval of the CG UNCLCK, alloc:ticm letters me prepared instructing 

the F0K Office of Supply to arrange f cr shipping of the allocated 

materizls to the designated provinces. 

Department '3f the Amy (SKO) procurei, su&lies are generally 

designated far s.:le as ccmsumer ,x& or aids far ecmmic and in- 

' dustrial rehabilitatim, The ;Jroceeds of sAes of SK0 procured 

supplies are deposited by the ROK Office of Supply in the WN 

Special i;ccount.'r 

The "UN Special Account '1 is an account at the Bank of Korea to 

which proceeds of the sale of supplies donated for the civilian econ- 

oniy on a grant basis by the United States Department of the bmy are 

deposited excepting those supplies the ROK Government amA representa- 

tive of the Commander-in-Chief, United Natims Cornand, may determine 

are required for direct relief. The balance in the UN Sr.ecial kc- 

count in the Bank of Korea stood at 31,251,953,63s9 71 as of 29 Feb 

52. The funds deposited in the Special Account are to be available, 

subject to approval of the IiIJK Government and the United NatiJns 

Command, to meet the won costs of Karean supplies procured for direct, 
I 

relief, the won expenses of public health and direct relief projects, 

includini; h using, a;s;rzvcL by the ROK 3nZ the Unitoll Nzti:.ns Cmmnd 

and-won costs of administering such public health ani direct relief 

projects. To the extent that such supplies are sold, the RCK 
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Government is required to collect from purchasers the won equi- 

valent of the cost of supplies plus won handling chrges and won 

transportation costs from the Korean port of discharge to the 

point of sale. Monthly st.:tus reports of the account are forwarded 

to the United States Ambassador, Korea, and to me as Commanding 

General, UNCACK, in the same manner as Counterpart Fund reports. 

The CRC has invited local representatives of international 

voluntr^ry relief agencies to participate in its meatings when the 

allocations or relief supplies donated by such agencies nre being 

decided upon. 

We believe that financial and economic objectives can now be 

given to UNCACK and UXXR.L which will permit the preparrtion of ai 

long-range plans from which fiscal ye=r programs could be developed 

as required, simi1z.r to the bro;;d planning which wz.s employed here 

in Tokyo under U.S. tilit ry Government. 

Such an rppro;:ch would cc11 for the annual determination of 

total requirements on the Elk economy, as well as decisions concern- 

ing the extent to which these requirements could be met from in- 

digenous sources. The deficit thus developed then must be met from 

sources outside of Kcrea or reduced to the point that outside assis- 

tance will balance requirements. It is in this way that financial 

and economic st,lbility can be obtained as otherwise it will be im- 

possible to balance the RX national economic or external budget, 

and based thereon, to balance the ROK won or internal budget. 

Perhaps at this point I should give a picture of the concept 

under which we are planning at the moment. In conjunction with the 

ROK Government, we develop our requirements under the CRIK Program. 

But these are pointed entirely at relief and, accordingly, are 

intended only to meet those mzndc.tory needs of the ROK economy which 

cannot be provided from indigenous sources or through the use of 

ROK foreign exchange. The CRIK Progr-am, therefore, is not pointed 

at either the reconstruction of Korea on a long range basis or at 

the direct support of the U.N. Forces. In effect, the CRIK PrQgram 
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only provides first aid to the sick economy which it serves. Super- 

imposed upon the CRICK program however, are various UNKRA projects 

which do have long r?nge reconstruction and rehabilitation objec- 

tives, These were started during recent months and have come into 

operation within the past few days with the arrival in Korea of 

the first plane lo-r:d of hatching eggs. Other plans for UNKRA 

projects now in process of de:volopmont include: 

A Metallurgical Laboratory 
Exploration of Placer &posits 
Surveys for powor, fertilizer, and cement plants 
A Plate Glass Factory 
Various EJducstional Programs 
And other similar long range projects 

All of these progrnms are cocrdin:ted to the fullLst extent 

possible with all agencies concerned. At the sug,.estion of the 

ROK Government a speci:lwLrking grjup was r+cently fxmed t; make 

a detailed study \>f the proposed import pl;lns of the ROK Govrn- 

ment znd other qencics for their fiscal year which bcgsn 1 April. 

While this coxdinetisn has been conducted in the p;-.st cn an in- 

formal basis, it should be fxmsliecd for its complete coordination 

in the future, particulxly r;s reconstruction and rchabilit:;tizn of 

a long rengo nature bec.me m,ore important, and as it bocomos ever 

more essential to follow an anti-inflatinary progr-m. 

We are developing th;: pl;ns f*>r such a program, SC: th::t the 

ROK Govarnment will have a guide and be able to follow c,rtrrect 

principles in finrncF?.l mtixrs. Unless they dc; so, of course, ‘?nd 

manage to attain a semblance sf cc.,nx&c .L-.nd finqnciai stability, it 

well may be that settlement payments mde to them wuld be to no 

avaii. However, I foe1 personally th-:t the evil effects of infla- 

tion in Korea have been such '.s t2 give E sund basis for hope that 

the ROK Government will be willing to dc everything in its power 

to maintain stability in the future. But due tz the basic woskness 

in the ROK cconmy, it is ineviL.ble th.zt for :l while they will be 

unable to zttcin such stability without substantial and cntinued 

aid from abroad. 



' iWASSIFIED 

Perhaps at this point I should again mention ths extreme 

difficulty which surrounds the oporzti~ns of the FDK Governme&, 

Many of their officir.ls are n:;t well-equipped either in experience, 

in ability, or the positions which they hold,, In p.rticular, they 

are exceptionally weak in the subordinate levels of civil service 

whl: actually perfcrm the mechanical tasks incident to ;;~vernmentzl 

operations on the n?ti;nal, provinicel, r,nd lowor levels. But 

even if all these officials were .CS well qualified I'.S those which 

we hzve in the United States, I feel sure th?.t the difficult nature 

of the problems which they f-‘cc would still cause inefficiencies 

and inertia to be apparent in many pl-.c~. 

In truth there is little c>mp:.rison betwean the problems 

flccd here in Korea viith thdse which were fiictd by U.S. authorities 

in Germany, Austria., ‘?nd in Japan, For ezch zf the three latter 

countries b..: c. strng czrps cf governmental technicir.ns as well as 

a substantial gr+up of intelligent individuals capable of exercis- 

ing over?11 direction. Furthermore, Japan and Germny are blessed 

with potentially stron g natiinal tc.nomies which make n,ti.nr;.l 

planning cncerning them mdre cr less a pleasure, 

In Korea at the moment we are faced with the necessity of 

performing many tasks which h?.ve ti; do primarily with building up 

of an efficient governmentnl structure 2nd the development of the 

pracosses and procc4ures by which this structure would function, 

In the absence of such a fundnment:<l sr,eniz~ticn, EDK officials 

tend inevitably to draw unto themselves more 2nd more power, p&s 

the only alternative which they can see to the situation which they 

face. Under current conditions there is substantial justific.tion 

for much of this centralization of pawer even though there is no 

justification at all for it as a long range objective. 

It h...s been necessary for us, therefore, to assist the ROK 

Government in the development of policies an;! proce&res by which 

import licenses would be h.:ndled, foreign m-change cntrolled, 

grain prugr2ns mn:ged, imported supplies distributed, FDK industries 

16 
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financed, re-settlement projects furthered, and many others too 

numerous to mentiun. N...r can I say that we have progressed suf- 

ficiently far as yet in <?ny ;f these areas. It must be emphasized 

that in Kc;ren you will-be dealing with government officials who are 

sitting on top of an orgnnizatin which is hardly more than make- 

shift at best. 

I sincerely hope that this situeti:n will be in your minds 

throughout the negotiatins that the inefficiencies, delays, anti 

other obstacles which y{x probably will face, will cause y.~u to 

have a. sympathetic understanding far the ROK officials concerned 

rather than tend to make you damn them too much for their short- 

comings. It might be wise indeed t3 cnsider that they are a little 

immature and that as such they need guidance rather than to use a 

more forthright, and tx firm approxh, I do net 

euggest that they shJuld be given *any unwxrrnteci 

III. Conclusion: 

me ::n'tu imply 

wncessidns. 

or 

I am greatiy ple'.sed to h:-ve had t,ie opportunity 'Ls give YGU 

short briefing an s,me ,f the phases of UNGCK activities. We have 

a dual responsibility of achieving a military victtiry and of estnb- 

lishing,the basis fx G sxnd ecvnamic structure in Korea; While 

victcry appears assured, its full ef2ects can be realized only if 

st:bility foiL2ws and democracy is made secure. I shxld like to 

remark again th,at our function at UNCXCK is to 2,dvise and assist 

officials of the Republic of Korea. Our effxts must be coordixted 

with the ROK officials in order thct the 1;gi.c of our planning in- 

fluence their thinking an?. their acticns to achieve the purpose we 

desire, In dealing with the Kore,?ns, I hzve found it requires a 

great deal .;f patience and understanding. They are a proud people, 

and we think the Korean officials in general are e.c.rnest in their 

efforts to adjust the ecnmy of their c.untry and #are cognizant 

of our effxts to assist them. 

I shall be in Pusan and trust that any of y;u whs h::ve questins 

concerning the opernticns ,,f UNCACK or &her m?tters relating thereto, 

will ask for what you wish thrtiugh General Lemnitzer. All of us in 

UNCACK will be ielighted to serve or assist you in every way. 
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Bank 
Loans: 

Gcvern- 

Supplemental Information Re: Xoney Supply Chart --I.,...- --_I-. ~ -- ..--_ - -..----.--. _,- 

Bank of Korea advances to UN forces $ 426,498 million 

f 
9,402 million = $ 

, minus UN Forces deposit in bank of Korea 

ote: 
417,096 million or 53% of total money supply $ 784,237 million - 31 Dee 51. 

Initial Payment by Chief of Finance covering sale of won by U. S. nctiountable disbursing 
officers - period July 1950 - July 1951, $ 63,051 million (dollar value $12,155,714) is not as 
yet applied in reduction of Bank of Korea advances to UN Fcrces since ROK has not to date 
effected reimbursement to Bank of Korea. 

Chiefly consists of the interbranch accounts of individual banking institutions and uncleared 
checks and drafts - 48,140 million or 6% cf total money supply j# 784,237 million - 31 Dee 1951. 

including Bank of Korea, to private borrowers and to government agencies 
or 40% of total money sup ly # 784,237 million - 31 Dee 1951. Notet Includes 

&vnmsrcinl banks loans both to Federation of 8. ,inancial Association and Financial dissociations, 
but excludes interbank lo,ans which are chiefly form FW to FA. It also includes those loans made 
by the Bank of Korea tr the J?FA in its capacity as a government agenoy (and not as a bank) notably 
for purchasing fertilizer, straw products and rice. 

B,ank of Korea advances to RGK government not of RCK governmen,t-deposits in Bank o,f Korea - __ vent E!orrow- y 202,023 million, 
in;s minus 

minus proceeds from sale of aid supplies p 197,911 million - F 4,112 
million or 1% cf total money supply $ 784,237 million - 31 Dee 1951. Advances-to Government 

Sales & for deposit in the Counterpart Fund are exoludcd from "Advances to Government." Deposits 
Supplies: of Counterpart fund and proceeds from the sale rf aid supplies are excluded from "Government 

Deposits." 
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Bank Notes in 
Circulation: 

Pank Deposits: 

Includes all Bank ef Korea n&es held outside of banking institutions, $ 537,337 million 
cr 68% cf tctal money supply $ 784;237 millinn - 31 Dee 1951. 

Includes depcsits ef business enterprises, individuals, gwernment agencies wd a small 
awunt of treasury deprsits in all bwks including the Bank cf Kcrea, $ 246,900 million 
nr 32% cf total money supply $ 784,237 millirn - 31 Dee 1951. 

SPEcIflL NCi'E: Drcp in gcvzrnment bnrrrwings :If $ 179,600 millirn during perir\d 30 June 51 
to 31 Dee 61 (21x tn 1%) is due tc frllwing changes in related accwnts 

30 June 1951 31 Dee 1951 
Mvances tc Gwernment F-- 277,328millicn )T 292,023 million 

Sales cf Aid Supplies 93,616 197,911 

9f 183,712 million $ 4,112 million 

&~~j&haticn: Jd 183,712 million, minus $ 4,112 million . $ 179,600 million 



---- 

1950 Lpr 
i&y 
Jun 

ACCUMWYMVE FIGURB ---- ..-.- --_ 
Advances 

Notes tc 
Net Proceeds of S*cq 

nf Aid Gocds 
Issue UN Fmces have Reduced T&al Ncte- 

(hillim wrn) (hillicn wrn) -I-..-_II) -. --_.- Issue with (billicn wm) - -- -. -- -- --- 

61.6 v 
58.0 66.9 63.1 Y 

Jul 
Lug 
$ep 

75.2 b 
84.4 
94.9 6.2 64.3 

k 

ict 
NW 
kc 

-.-- 

118.8 5.4 64.3 
150.1 36.3 69.1 
229.2 54.8 63.8 

1951 Jan 282.1 62.8 68.2 
Feb 315.5 76.7 65.4 
Yar 338.1 101.2 71.0 

i,pr 
$,!!a 
Jui 

365.1 132.5 76.3 1564.5 2014.6 1265.7 
391.1 162.0 88.4 1545.6 1745.7 
417.4 

1334.2 
198.2 93.6 167Q.8 2062.7 1690.3 

NOTE ISSUE, ADVANCES TC UN FGRCB AND INDEX NUMBERS IN PUSAN 

Whclesnle 
INDEX FIGURB 

Retail 
Price 
Index 

(1947-100) - ..- 

339.8 af 
334.6 a/ 
348.0 q 

Price 
Index 

(1947-100) 

Wage 
Index 

(1948-100) --- _.- 

348.1 262.6 
331.0 250.0 
319.3 287.8 

334.6 273.4 
413.0 309.4 
659.4 369.7 

656.0 
720.1 
963.2 791.4 

1118.1 849.1 
1398.8 1125.4 
1934.0 1227.2 
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Notes tc 
Issue UN Forces 

(hbillicn won) (billirn wcn) --_-_ -. I_ 

1951 Jul 443.6 231.7 
hg 454.4 268.1 
Sap 465.3 302.8 

ict 495.6 337.2 
NW 525.0 375.6 

d 
e/ 

060 557.9 417.1 y 

1?52 Jan 597.0 476.8 
I?;; h _ 602.2 503.9 
.; .+* r 600.0 537.0 

a/ :.Frlesale prioe index in Secul. 

- z\ !Jata r?et available. 

is cf Clecember 4. 

hf Aid Gmds 
have Reduced Tctal Ncte- 
Issue with (billim --- - -- wm) 

102.2 
105.3 
118.9 

Price 
Index 

(1947-100) 

Prioe 
Index 

(1947-100) 

Wage 
Index 

(1948-100) 

2033.4 2553.7 2010.8 
2324.5 2911.3 2180.1 
2550.2 * 3113.6 2368.6 

135.3 2851-8 3173.1 2452.9 
164.2 2565.2 2997.4 2455.2 
182.3 2599.2 3210.6 2455.2 

196.4 2751.9 8828.7 3422.9 
210.3 3347.3 4414.3 3709.7 
215.5 ff 3703.2 d 4814.7 4283.2 

INDEX FIGUW' 
%hclesale--- RXaT 

-A-2L --_ I -_.- 

J d ithmt these net-proceeds the total n&e issue 
wuld hme been higher tc the same ammmts. 

z/ 'I'he $12 qillirn, recently received in partial 
szttlerltent (fm 63.05 billim wcn) has net been deduoted. yR,.r- 

1 Ifi!!? hCC!y-l 

f/ I&. 9 rf' 15 March 1952. 

FP/ .A .yf 28 March 1952. NOTE: Data furnisheQ.by WK. Viinistrv pf Finnme, ..Y : 



k1ONTH AND 
RADIO NO, 

GX-5-3594 

GX-6-3618 

GX-v-2732 

W-8-2854 

GX-P-2673 

GX-lo-3124 

TXTRBCTS FROM EUWK &NTHLY RADIOS TCi CINCFE 
ON FINANCIAL MATTERS IN ROK 

(Note: $ figures are c?mparisnns with previous acnth) 

SAL&S DISBURSkmNTS LABOR PRICLS 
4) (Of--m $ (000) WAGES 

1,748 1,.792 SC033 
(16 Lpr 3.@ Level 

Cver Ott) 

1,436 2,825 SfNE Level 

(Ncte : 6,000 tc 1 rate was agreed cn 8 June) 

1,173 3,207 Same UN 
Indus- 
tries 
+r 14% 

1,255 3,.624 Sam UN 
Industries +14% 
Crntractual +lOO%? 

1,039 

705 

4,100 Same UN 
. Ccntractual +50$ 

3,880 UN +5@Z 
(16 Sept) 

Ccntractual same 

500 4,550 Some UN 

+lS.S$ retail 415,422 

XCJN IN CIR. 
(000,000) 

370,020 

402,430 

+38.0% wholesale 

t18.9$ retail 437,995 

+15$ ,retail 458,221 

$4% all 467,810 

Slightly-3% 
Lcwer 

495,559 



4.C WTH 4ND SAV&8 
IUD10 Nb. $ (000) 

GX-12-2700 624 

GX-4205 508 

CG-4624 552 

GX-72339 414 

01 S dJRS EJfiNTS 
$ (000) 

5,157’ (Cther) 
(4251) 

5,292 

PRICES 

Slightly-3% 
Lcwer 

Plus 9% 

WN iN CIR. 
(000,000) 

525,048 

557,926 

5,925 Same UN 

6,249 Same UN 

f15.8$ 597,000 

+15.8$ 602,217 



BY COLONEL GLVA L, FENN, ASSISTANT 
6 FOR COXYMD h&TTERS, C-5, GXJ 

UNC 
11 April 1952 
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AXPLIFICATION OF THE COIGMANDER-IN-CHIEFfS RECOIQG3~ATIONS 
AS TO THE ARE/S OF NECOTII1TION WITH THE REPUBLIC OF 

KORJG 

I. FINANCIAL: 

Having first priority among the areas of 

negotiation, is the settlement of the past and future UN 

whan (won) drawings, subject to the limitations expressed 

in Terms of Reference governing the uission. 

II. ECONO?&IC: 

The project having second recommended priority is 

an agreement relating to the relief and support of the 

civilian population of Korea, to the extent which it is 

deemed to be the responsibility of the Commander-in-Chief, 

UN Forces. 

III. X3K SUPPGRT OF ROK AF&ED FORCES I;ND PRISIONERS 
OF WR: 

If it appears pertinent to the Kission that this 

subject be given consideration, it is understood that 

any negotiations relating thereto must be reported to and 

? cleared with the United States Government. Such clearance 

is to include appropriate recommendations, together with 

the justifications therefor. One of the present aims and 

objectives of the United States regarding Korea is %o 

develop and equip the Armed Forces of the Republic of 

Korea so that they may assume increasing responsibility 

for the defense and security of the Republic of Korea.!! 

In order that this may be equitably and realisticaly 

accomplished it is invisioned that any United States or 

UN assistance should be limited to that which the Republic 



-. 

any recurring immediate combat requirements, 

It appears from the presentations made to your 

Mission, duricy: the past week, that the ROK support of 

its Armed Forces is limited to personnel, pay, rations, 

shelter, transportation and the manufacturing of end 

items within its limited industrial capabilities. k 

review of the presentations further reveals that certain 

raw materials, semii-finished products, some items of 

personal equipment, as well as all organizationai equip- 

ment, weapons, POL and ammunition to the extent required, 

must be provided by the United States or the UN, 

The ROK Government has been partially feeding 

the prisoners of war until just recently, Although the 

Policy for Integration of Forces into UN Command provides 

that the Wnited Nations Command forces, other thah the 

United States forces, will deliver prisoners of war 

captured by them or falling into their hands to the United 

States forces of the United idations Command at the earliest 

possible date, 11 a determination of the pro rata share 

of their support by the ROK Government should be made 

inasmuch as the ROK contributions to the over-all effort 

are generally limited, It appears just and equitable 

that since care and feeding of the prisioners of war are 

within ROK capabilities they should assume that respon- 

sibility as a part of its contribution to the over-all 

UNC effort. 

IV. POSITION OF UN TROOPS .Il% KOREA: 

This subject is one which falls appropriately 

within the responsibilities, as well as the understanding 

of Mr. Shirven, Assistant for Government biatters, G-5, 

GHQ. Because of the shortness of time and the fact that 

' . * ' . 
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Mr. Shirven 

its formulation, I must announce that my statements 

relating to this sub, iect do not have his full coordin- 

ation. He is here, however, and is privileged to take 

issued with any of the statements that I make. 

As announced in the Commander-in-Chief's memorandum 

to your Mission, dated 11 April 1952, this subject has 

fourth priority and is an area of negotiation which is 

to be cleared with the United States Government, before 

any commitment is made. 

Mr. Osborn, the reprcscntative of the Comptroller 

GHQ, in his presentation yesterday, recommended that the 

practices e:nd procedures which have been developed or 

which have grown up in Korea should not in all cases be 

formalized or bz discussed with an idea of formalization. 

He also urged that it was inadvisable to attempt to apply 

the provisions of the U, S.-Japanese Agreement in toto to 

the Korean situation. He predicated these comments on the 

assumption that this agreement pad the IQYrO Agreezment 

relate to rights between nations during a peace time 

period and that the majority of the provisions therein 

would probably be abandoned in case of war or military 

operations within the territories covered by the agree- 

monts. 

However, in order lx! provide your Mission with 

a guide, we have reviewed several agreements with other 

countries relating to this subject and are listing some 

of the areas included in those agreements for your con- 

venience 2s follows: 

a. The right of passage for our forces and 

personnel int6, out of and through Korea. 

. . - . l 
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b,. The right to stores of supplies, 

as well as services and personnel both 

civilian and military, essential to the 

maintenance of our forces. 

c, The right of the U. S. to utilize docks, 

shipyards, airways, railways and wnter- 

ways with provisions for exclusive or 

joing utilization, 

d -.. Fscilitics essential for, as well as the 

establishment ati maintenance of, signal 

and postal requirements including the right 

to use and repair Korean facilities. 

e. Rights r= Aating to public utilities, 

f. Agresment relating to the construction, 

maintenance and utilization of pipe lines. 

g. The right to employ indigencus labor out- 

lining the method ;:,f payment and the 

liability thtiresf. 

h. Rights relating to the procurement of 

indigenous contract services, supplies 

and goods, including insur,nce provisions 

that such procurement may nlot adversely 

affect the ROK economy. 

i, Exemption ::lf military pzrsonntil and other 

persons accompanying or serving with the 

Armed Forces from the jurisdiction cf 

indigenous courts and police. 

j. Authority to police areas reserved for 

the exclusive use of UN forces including 

release, Getention or transfer to local 

authorities of indigenous personnel arrested 

or detained by UN forces. 
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coliccAin< 3:-idonce and securing attendance 

G," witnesseb ix cridnal case3 tr.ie.3 by 

e%he-c Uq mLiitsry courts or the courts cf 

the Rzpublir. cf Korea, 

1. E3cem.ptioL~ fras or liability for various 

types cf twes, 

m. Customs ccntrol. 

curement: r3~enticn, expensicn, aZ.teration, 

areas, faciXit.ies, utilities, instellatlons, 

e52 (9 deemed essential by the United S%ates 

?.I? the c.crcI;ls-t sf hostilities ::L<F<.:; 1:h.e 

RC;TI as vvsll as <hose reqxirad w deemed 

c'esir-.bl~ b?r the United States in the 

conduct uf hosSf.I.ities against an enemy 

sutsi::c t:le territoriai l-imtts of the =K. 

0, ProhihTtj.on of political acti-tity, 

P* Sup~oti of the Korean Service Corps. 

the possession or use 

Certificates by un- 

r, Pr+:,-7:_sl.x that local author%ies in combat 

2072s sr * zrezs will take s~h emergency 

moasv?es with respect to the .~ocal civilian 

p?pulaticn as may be i'equired by CINCUNS 

to meet exigencies of the military situation. 

s. hay con~;:~ib~:tions, as the ROK equitable share 

of suppart cf the UNC Mission, which are 

wit h in t 5.~! industrial, ecc>nc:sic and financia.1 

capabilities of tile ROK. 
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?xo fl 51 

SK0 FY 52 

TOTAL SK0 

SUN FY 51 

su?J FY 52 

TOTAL SUN 

TOTAL SK0 & SUN 

SEC FY 51 

SEC FY 52 

$X),283,410 

177,334,y99 

207,618,409 

17,061,527 

&801,368 
I , 

21,862,895 

229,&&538 

None 

s&665,973 

SUMMARY OF RELIEF AND AID 3UPPLES 
FECEIVED, AND DISPOSITION THEREOF 

$23,554,Ef36 

52,544,037 

76,098,873 

12,509,478 

6,476,415 

l&986,093 

95,084,966 

None 

20,000,000 

$1,187,19'7 

.9,045,635 

10,232,832 

200,000 

689,812 

889,812 

n&22,644 

Lt. Col. Paul H, Cullen 
26-7927 

Wh3n collections Given Away 
For Amount Sold -- 'q$-TxG- 

7,123,182,000 

54,273&.0,000 

61,396,992,~0 

1,200,000,000 

4,138,872,000 

5>338,872,0~ 

66,735,864,m 

None 

~,738,842 94,433,051,332 

$9,658,153 

50,4&471 

60,069,624 

ll,5~,~ 

6,486,m 

17,986,OOO 

78,055,624 

None 

None 

Undistributed 
$ Value 

?;<$ ., .-\ .u., 7G9,4;6 

w-%L$J) 913 ) 069 

5,796,417 

Wq309,478 

+H-699,197 

110,281 

5,906,698 

None 

4,261,158 

Jt 1 Ott 1950 - 30 June 1951 - shown as FY 51 *s:t‘:- More goods were distributed 
1 July 1951 - 29 Feb 1952 - shown as FY 52 during ttipcriod than Wrc ro- 

+y Carried over to FY 52 oefvad due to carry over from previous year. 
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UNITED NATIONS CCWAND PP%Z&Yi FOiZ 
CIVIL ASSISTLNCE f3TD ECONC3v1IC AID 

KOREA 

1. Unified Commxxd 

a. The dollar value of supplies and equipment actually 

delivered to Korea in support of the Korean Economic Aid Program 

from 1July 1950 to 15 March 1952 by the United States Government 

agencies is $227.,CDO,CXJO. This fi,gure includes the following: 

(1) Supplies and equipment for direct relief and 

short term economic aid under the United Nations Command prJ,gram 

,- 

from US Funds in the amount :>f $101,000,000. 

(2) Supplies and equipment procured by ECA during 

the period 1 July 1950 to 7 April 1951 for economic rehabilitation 

in the amount of 9b26,CQO,OOO. 

. (3) Civilian type supplies and equipment provided 

by the United Nations Command from US tiilitary Funds for common 

military-civilian purposes in the apprroximate amount of $65,000,000, 

This category of supplies is provided as a military necessity but 

is considered within the framewxk of Korean Economic kid since 

the Korean economy derives considerable benefit therefrom. 

Included in this category are such projects as construction and 

reconstruction of roads and bridges; rehabilitation and improve- 

ments to ports and harbors; rehabilitation of railroads, includ- 

ing construction and reconstruc$ion of bridges and tunnels; pro- 

vision of railroad rolling stock, coal and operating supplies 

for the railr:>ad; rehabilitation and improvement of c~mmunic- 

ation. facilities; and rehabilitation of public utilities such 

as water wxks, ice plants, slectric power systems and coal 

mines. 

UNCLASSIFIED 



-- 

have been provided 

out of US military funds for support of the ROK Army as a military 

requirement. These supplies are considered within the sphere of 

the Korean Economic Aid Program, since the manufacture of end 

items in Kcrea affects the Korean economy by sustaining industry 

ad providing a livelihood for a portion of the civilian population 

and reduces the withdrawal of similar items from civilian supplies. 

b, An additional $225,OGO,OOO is the estimated dollar c.ost 

of services consisting of the following: services of U. S. 

Service troops in rehabilitation projects such as are enumerated 

in paragraph 1 a (3) ahove; power furnished fram floating pcwer 

barbes and destroyer escorts; movements of refugees by ship, 

airplane, rail and truck; salaries of all personnel solely 

engaged in Korean Economic Bid at all levels. 

2. United Nations Contributions 

Contributions of supplies and equipment delivered to 

Korea from other United Nations member nations and:non-governmental 

agencies are estimated at $19,500,000~ 

3. In summary the financial statement for civilian relief and 

economic aid to Korea ,may be stated as follows: 

Supplies and Equipment fram U, S, Governmental 
Sources. . . . . . . . . . . . . . . . . . .$227,000,000 

Services from U. S. Governmental Sources . . . 225 000 000 
T&al . . . . .m 

Contributions from U.N. Member Nations and 
Non-Governmental Agencies , - , . . , . , , 19,5CO,OOO 

Total 1Jul.y 150 - 15 Mar 152 . . . .$471,5oO,OOO 

4. United Nations Forces Local Currency Expenses 

Under the financial agreement between the ROK and the 

United Nations Command made 28 July 1950, the United XatiGns funding 

officer had been furnished a tJtal.of 476,s billion Korean whnn 

equivalent to 92 mill&n clcllars as of 31January 1951, computed 

at military conversion rates prevailing at the time of withdrawal. 

In this total is included the whan expended for those lcical 

expenses necessary to the military effort. For example expenditures 
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of whan are necessary for: the payment of wages to the Korean 

Service Corps which provides labor support to combat troops, 

wages for laborers in supply depots and parts and for labor for 

reconstruction of roads and railroads, the payment of freight 

charges on the Korean Sational Railway for the transport of 

troops and military supplies and equipment, and local purchase 

of supplies6 Whsn have boen sold to non-appropriated fund 

activities and individuals in the UN Forces to be used for pcr- 

sonal local purchases and for pay for personal services. It 

will be noted that all of the whan has been spent in the Korean 

Economy with none leaving the country, Of the whan which have 

heen sold to individuals of the UN Forces, reimburserrent of 

over &i12,000,000 has been made by the US Chief of finance; I _ 
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ORGANIZATION OF ROK NATIONAL GOVERNMENT 
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